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District Court of the United States for the Eastern 
District of Washington, Southern Division 


No. 68 


GUARANTY TRUST COMPANY, a corporation, 
as liquidating trustee of YAKIMA HOLDING 
CORPORATION, a corporation, 

Plaintiff, 
VS. 


UNITED STATES OF AMERICA, 
Defendant. 


SUMMONS 
To the above named Defendant: 


You are hereby summoned and required to serve 
upon Cheney & Hutcheson, plaintiffi’s attorney, 
whose address is No. 426 Miller Building, Yakima, 
‘' Yakima County, Washington, an answer to the com- 
plaint which is herewith served upon you, within 
sixty days after service of this summons upon you, 
exclusive of the day of service. If you fail to do so, 
judgment by default will be taken against you for 
the relief demanded in the complaint. 


Dated this April 21, 1941. 
[Seal] A. A. LaFRAMBOISE, 
Clerk of Court 
By THOMAS GRANGER 
Deputy Clerk 
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RETURN OF SERVICE OF WRIT 


I hereby certify and return, that on the 22nd day 
of April 1941, I received the within summons and 
eomplaint, and on the 22nd day of April, 1941 at 
Spokane, Washington, I served Lyle D. Keith, U.S. 
Attorney for the Eastern District of Washington 
personally. 

WAYNE BEZONA, 
United States Marsha! 
By ELWYN L. DANIEL, 
Deputy United States Marshal 
Fees $2.00 


[Endorsed]: Filed Apr. 25, 1941. [1*] 


[Title of District Court and Cause.] 
COMPLAINT 


Comes now the plaintiff above named and for 
cause of action against the above named defendant 
complains and alleges as follows: 


il, 

The action arises under the laws and statutes of 
the United States and particularly under the 
Tucker Act of March 3, 1887, Chapter 359, 24 Stat. 
905, as amended, U. S. C. A. Title 28, Section 41, 
subdivision 20; also under the Internal Revenue 


*Page numbering appearing at foot of page of original certified 
Transcript of Record. 
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Code of the United States as amended, as herein- 
after more fully appears. 


2. 

That at all times herein mentioned the plaintiff 
herein, Guaranty Trust Company, was and now is 
a corporation duly organized and existing under and 
by virtue of the laws of the state of Washington, 
and engaged in transacting and duly authorized and 
qualified to transact a trust company business, and 
that its principal place of business is situated in 
the city of Yakima, Yakima County, Washington, 
and within the judicial district hereinabove stated, 
and that it has paid all license fees due to said state 
of Washington. [2] 

3. 

That at all times from 1930 until 19387 said 
Yakima Holding Corporation was a corporation 
. duly organized and existing under and by virtue of 
the laws of the state of Washington, and having its 
principal place of business at Yakima, Yakima 
County, Washington, in said judicial district here- 
inabove stated. That said Yakima Holding Cor- 
poration was duly disincorporated and dissolved 
during the year 1937 pursuant to the laws and sta- 
tutes of the state of Washington. That prior to 
said dissolution and on or about the 10th day of 
November, 1936, all of the assets, funds and prop- 
erty of every kind and character whatsoever of said 
Yakima Holding Corporation were duly trans- 
ferred, assigned and conveyed to the plaintiff, 
Guaranty Trust Company, as liquidating trustee, 
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and at all times thereafter said Guaranty Trust 
Company has been and now is the duly appointed, 
qualified and acting liquidating trustee of said 
Yakima Holding Corporation. 


4, 

That during the year 1935 and for a number of 
years both prior and subsequent thereto Yakima 
First National Bank was a duly organized and ex- 
isting national banking association engaged im 
transacting business at Yakima, Yakima County, 
Washington, as a national bank. During the years 
1934 and 1935 said Yakima Holding Corporation 
was a holding corporation owning practically all of 
the stock of said Yakima First National Bank, 
practically all of the stock of the First National 
Bank of Wapato, a national banking association 
located at Wapato, Yakima County, Washington, 
and the majority of the stock of said Guaranty 
Trust Company. 

D. 

In the Jate summer and early fall of 1934 a num- 
ber of the officers of said Yakima First National 
Bank were stockholders in [3] Sunshine Mining 
Company, a successful mining corporation, and 
were familiar with its properties and its prospects, 
and believed that the market value of the stock of 
said Sunshine Mining Company would substantially 
increases in value. Accordingly at the request of 
said Yakima First National Bank the Yakima Hold- 
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ing Corporation purchased for said bank on the 
open market 7500 shares of stock of Sunshine Min- 
ing Company, and paid therefor the total sum of 
$59,576.50. Said stock was purchased by said 
Yakima Holding Corporation for said Yakima First 
National Bank because of certain limitations on the 
legal powers of national banking associations. None 
of said stock was issued out in the name of either 
Yakima First National Bank or Yakima Holding 
Corporation; but 2500 shares thereof was issued in 
the name of George H. Bradhsaw, who was then 
the secretary of said Yakima Holding Corporation, 
and 5000 shares were not transferred on the books 
of the Sunshine Mining Company, but remained on 
said books in the name of the previous owner and 
seller of said stock, Alexander Miller. 


6. 

Thereafter, and on or about December 12, 1934, 
Alexander Miller, for the purpose of aiding and as- 
sisting said Yakima First National Bank, sold and 
delivered 5000 shares of stock of the Sunshine Min- 
ing Company on the basis of $12.00 per share to said 
Yakima Holding Corporation for said bank in ex- 
change for 4000 shares of stock of Yakima Holding 
Corporation, transferred by it to him on the agreed 
basis of $15.00 per share. Said 5000 shares of stock 
of the Sunshine Mining Company likewise re- 
mained on the books of said mining company in the 
name of Alexander Miller. [4] 
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7, 

With reference to all of said 12,500 shares of 
stock of Sunshine Mining Company, it was at all 
times definitely, orally agreed between said Yakima 
First National Bank and said Yakima Holding Cor- 
poration that said Yakima Holding Corporation 
was to hold said stock for and on behalf of the said 
bank, and that said bank was to be at all times the 
sole beneficial owner and holder thereof; that at the 
time of the sale of said stock said bank was to pay 
said holding corporation the actual cost of said 
stock; and that if any loss resulted from the pur- 
chase and sale of said stock the said loss would be 
borne entirely and exclusively by the said bank, 
and it would reimburse said holding corporation 
therefor; and that if any profit resulted from the 
purehase and sale of said stock the entire profit 
therefrom would inure and acerue to and for the 
said bank and said profits would be the property 
of the said bank entirely and exclusively. None of 
said stock was ever at any time held in the name 
of either said Yakima First National Bank or said 
Yakima Holding Corporation. Until the — sale 
thereof the title thereto was at all times held by 
said Yakima Holding Corporation in trust for said 
Yakima First National Bank. 


8. 
On or about December 12, 1934, said oral agree- 
ment was confirmed by a letter written by said 
Yakima Holding Corporation through its secretary, 


8 
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George H. Bradshaw, to said Yakima First National 
Bank, reading as follows, to-wit: [5] 


“YAKIMA HOLDING CORPORATION 


Yakima, Washington 
December 12, 1934 


Yakima First National Bank 
Yakima, Washington 


Gentlemen: 

In order to confirm an understanding we 
have had with the bank regarding the pur- 
chase of 7500 shares of Sunshine Mining Com- 
pany stock, I thought it advisable to write this 
letter. It was understood that this stock was 
to be purchased by the Yakima Holding Cor- 
poration and held by it for the account of the 
bank. The Yakima Holding Corporation was 
to be reimbursed for the amount actually paid 
for the stock, plus a small appreciation to be 
determined at the end of the year if this should 
be deemed necessary. We, therefore, treated 
this stock as being held for the bank, and if 
any loss results it is to be the loss of the bank 
and, of course, if any profit results it will like- 
wise accrue to the bank. 

I am taking this opportunity also of setting 
out the understanding reached in connection 
with the proposal submitted by us to Mr. Alex- 
ander Miller to exchange 4000 shares of stock 
of the Yakima Holding Corporation for 5000 


Umted States of America 9 


shares of stock of the Sunshine Mining Com- 
pany. We are doing this on the express under- 
standing that stock of the Sunshine Mining 
Company will be taken over by the bank at the 
stipulated price of $12.00 per share. This un- 
derstanding is to apply to any further similar 
transactions. 

I would ask you to signify that this is also in 
accordance with your understanding of these 
transactions by signing the acknowledgment on 
the bottom of this letter. 

Your very truly, 
GEO. H. BRADSHAW 
Secretary.”’ 


On the same date a copy of the said letter was re- 
turned by the said bank to said holding corporation 
with the following statement signed by the cashier 
of said bank, H. F. Crawford, inscribed thereon: 

‘“The above represents the understanding that 
has been reached between the bank and the 
Yakima Holding Corporation with respect to 
the matters set out above and the same is here- 
by approved. 

YAKIMA FIRST NATIONAL 
BANK 
By H. F. CRAWFORD 
Cashier.’’ [6] 


o 
That on or about the 29th day of April, 1935, the 
market price of the stock of Sunshine Mining Com- 
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pany had greatly advanced, and on or about said 
date the said bank ordered sold 11,000 shares of said 
stock, and the same was sold by said holding cor- 
poration for said bank for a selling price of $199,- 
225.45. The total purchase price of said 11,000 
shares of said stock was $101,576.50. The amount 
of the selling price of said stock was paid to the 
Yakima First National Bank, and said bank paid 
to said Yakima Holding Corporation the sum of 
$121,451.50, by passing a credit to said holding cor- 
poration, and thereby reimbursed said holding cor- 
poration for the cost and purchase price of said 
entire 12,500 shares of said stock. Thereupon the 
remaining 1500 shares of said stock were trans- 
ferred to said Yakima First National Bank. The 
profit in the said transaction was reported by said 
Bank in its income tax return for the year 1935, 
and thereafter said Yakima Holding Corporation 
- had no further connection whatsoever therewith. 
Said Yakima Holding Corporation never received 
any of the profits or proceeds of sale of any of said 
stock, and all of the profit therefrom accrued to and 
was received by the said bank, except that said 
Yakima Holding Corporation received a small ap- 
preciation write-up in the sum of $1875.00 as com- 
pensation for its services in handling said transac- 
tion, the same being a write-up of the value of 7500 
shares at 25¢ per share. Said income hereinabove last 
referred to was duly reported in the income tax re- 
turn of said Yakima Holding Corporation for the 
year 1935. 
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10. 

Thereafter, in 1937, the United States Commis- 
sioner of Internal Revenue assessed a deficiency 
against the plaintiff [7] herein for income tax for 
the year 1935 in the sum of $13,037.55, together with 
a 50% penalty thereon under Section 293(b) of 
the Revenue Act of 1934, in the sum of $6,518.78, 
and a deficiency in excess profits tax against the 
plaintiff for the year 1935 in the sum of $3,477.96, 
and a 50% penalty thereon under said section of 
said statute in the sum of $1,738.98, or total addi- 
tional tax in the sum of $16,515.51, plus 50% pen- 
alty thereon in the sum of $8,277.76, or the total 
sum of $24,773.27. — 

11. | 

Thereafter, in May, 1937, plaintiff duly mailed 
and filed with the Commissioner of Internal Rev- 
enue, as provided by law, a written, sworn protest 
as to said deficiency tax assessments and penalties, 
and sworn affidavits in support of said protest. 
Thereafter said protest was overruled and denied 
by said Commissioner of Internal Revenue, and said 
alleged tax deficiency assessments and penalties as 
aforesaid were ordered paid. 


12. 

That thereafter, and on or about the 27th day 
of May, 1938, the plaintiff paid to the defendant the 
said sum of $24,773.27 plus interest thereon in the 
sum of $2160.59 to said date, or a total payment of 
$26,933.86, in payment of said alleged deficiency tax 
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assessments and penalties hereinabove referred to, 
as required by said Commissioner of Internal Rev- 
enue of the defendant. 


13, 

Thereafter, and on or about the Ist day of March, 
1940, the plaintiff duly filed with the defendant 
written, sworn claims for refund of said alleged 
additional taxes and penalties assessed against the 
plaintiff as aforesaid. Plaintiff filed a claim for re- 
fund for said income tax and excess profits tax [8] 
paid as aforesaid, and plaintiff filed a separate 
claim for refund of said penalties paid by it as 
aforesaid. 

14. 

On or about the 4th day of October, 1940, the 
defendant by its Commissioner of Internal Revenue 
disallowed and denied said claims for refund. 


15. 

That said alleged deficiencies in said taxes were 
assessed against the plaintiff by the defendant 
through its Commissioner of Internal Revenue upon 
a claim of the defendant that the plaintiff was the 
actual beneficial owner and holder of said 11,000 
shares of stock purchased and sold as hereinabove 
stated. That in truth and in fact the plaintiff 
herein was never the true, actual, or beneficial 
owner of any of said stock, but at all times prior to 
the sale thereof merely held said stock in trust for 
said Yakima First National Bank, and that during 
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all of said time the true, actual, and beneficial owner 
of said stock was said Yakima First National Bank. 


16. 

That said 50% penalties were assessed against 
the plaintiff by the defendant through its said Com- 
missioner of Internal Revenue upon the claim that 
plaintiff was guilty of fraud in failing to report 
the profit on the purchase and sale of said stock 
as income and profit accruing to the plaintiff herein. 
That in truth and in fact no profit whatever accrued 
to the plaintiff herein through the purchase and sale 
of said stock, and the plaintiff was never guilty of 
any fraud or bad faith whatever in connection with 
any of said transactions. At all of said times the 
books and records of Yakima Holding Corporation 
were kept by said Guaranty Trust Company and 
those in charge of keep- [9] ing said books and rec- 
ords at all times understood and believed in good 
faith that Yakima Holding Corporation was not at 
any time the beneficial owner of said 12,500 shares of 
Sunshine Mining Company stock or any part thereof. 
That the officers and agents of said Guaranty Trust 
Company who prepared and executed the 1935 in- 
come tax return of said Yakima Holding Corpora- 
tion at all times believed in good faith that the said 
income tax return was truly, properly and correctly 
prepared, and that no officer or representative of 
said Yakima Holding Corporation or said Guaranty 
Trust Company was at any time aware of the fact 
that the correctness of said income tax return could 
even be questioned in any manner. 
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ive 

That the plaintiff herein realized no profit what- 
soever on the sale of said 11,000 shares of Sunshine 
Mining Company stock in 1935. In the year 1935 
the plaintiff herein had no taxable profit or net in- 
come whatsoever. The Yakima First National Bank 
received all of the profit realized on the sale of said 
stock. 

18. 

That the Collector of Internal Revenue of the de- 
fendant, by whom said income and excess profits 
taxes and penalties were collected from the plaintiff 
as aforesaid, is not now in office as Collector of In- 
ternal Revenue at the time of the commencement 
of this suit. That the present United States Col- 
lector of Internal Revenue for the state of Wash- 
ington took office as such only a few months prior 
to the commencement of this action. [10] 


19. 

That by reason of the premises the said Internal 
Revenue taxes, income tax, and excess profits tax 
and penalties hereinabove referred to were erron- 
eously and illegally assessed against the plaintiff 
herein, and the same were erroneously and illegally 
collected from the plaintiff herein, and the said 
taxes and penalties were collected from the plain- 
tiff herein without lawful authority. That said 
taxes and penalties assessed against and collected 
from the plaintiff herein as aforesaid were exces- 
sive, and the same were wrongfully collected under 
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the Internal Revenue laws. That by reason of the 
premises the defendant is now lawfully indebted 
to the plaintiff herein in the said sum of $26,933.86, 
together with interest thereon at the legal rate of 
6% per annum from May 27, 1938, until paid. That 
no pait thereof has been paid by the defendant to 
the plaintiff. 


Wherefore, plaintiff prays that it may have and 
recover judgment against the defendant herein in 
the said sum of $26,933.86, together with interest 
thereon at the lawful rate of 6% per annum from 
May 27, 1938, until paid, together with its costs 
and disbursements herein; and plaintiff prays for 
such other and further relief as may be just and 
proper in the premises. 

CHENEY & HUTCHESON 
ELWOOD HUTCHESON 
Attorneys for Plaintiff 
426 Miller Building 
Yakima, Washington. [11] 
(Duly Verified). 


[Endorsed]: Filed Apr. 21, 1941. [12] 
[Title of District Court and Cause. | 
ANSWER 


Now comes the United States, a corporation sov- 
ereign and body politic, by its attorney, Lyle Keith. 
United States Attorney for the Eastern District of 
Washington, and in answer to the allegations in the 
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bill of complaint admits, denies, and otherwise an- 
swers such allegations as follows: 


i. 
Does not deny the allegations in Paragraph 1. 


Ii. 
Does not deny the allegations in Paragraph 2. 


ITI. 
Does not deny the allegations in Paragraph 3. 


TV, 
Does not deny the allegations in Paragraph 4. 


V. 

Specifically denies each and every allegation in 
Paragraph 5 of the complaint and on the contrary 
specifically avers that plaintiff made the purchases 
_but on its own behalf and for its benefit and did 
not make such purchases of the stock as alleged 
for the Yakima National Bank. [13] 


VI. 
Specifically denies each and every allegation in 
Paragraph 6 of the bill of complaint. 


VII. 
Specifically denies each and every allegation con- 
tained in Paragraph 7 of the bill of complaint. 


Vu. 
As to the allegations in Paragraph 8 of the bill 
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of complaint, defendant demands strict proof that 
the letter alleged to have been written by plaintiff’s 
officer to the Yakima National Bank was written 
on the date alleged, to wit, December 12, 1934. 


IX. 

As to the allegations in Paragraph 9 of the bill 
of complaint, defendant denies that the stock re- 
ferred to was sold for the sole benefit of the 
Yakima National Bank as alleged, but specifically 
avers that this stock was sold by plaintiff for its 
own exclusive benefit. 


X. 
Admits the allegations in Paragraph 10 of the 
bill of complaint. 
XI. 
Admits the allegations in Paragraph 11 of the 
bill of complaint. 
Eene 
Admits the allegations in Paragraph 12 of the 
bill of complaint. 
XITT. 
Admits the allegations in Paragraph 13 of the 
bill of complaint. 
poy. 
Admits the allegations in Paragraph 14 of the 
bill of complaint. 
XV. 
As to the allegations in Paragraph 15 of the hill 
of complaint, defendant admits that the taxes were 
assessed against the plaintiff by the Commissioner 
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of Internal Revenue on the ground that the plain- 
tiff was the actual beneficial owner and holder of 
said 11,000 shares of stock purchased and sold as 
heretofore alleged [14] in the bill of complaint, 
but defendant denies all other allegations in Para- 
graph 1. 

Devel: 

Admits that the 50% penalties were assessed 
against the plaintiff as alleged, on the ground that 
the plaintiff was guilty of fraud in failing to re- 
port the profit on the purchase and sale of said 
stock. Specifically denies each and every other alle- 
gation in Paragraph 16. 


XVII. 
Specifically denies each and every allegation in 
Paragraph 17 of the bill of complaint. 


XVITI. 
Admits the allegations in Paragraph 18 of the 
bill of complaint. 
XIX. 
Specifically denies each and every allegation in 
Paragraph 19 of the bill of complaint. 


Wherefore, defendant prays that plaintiff take 
nothing from it in this suit; that the bill of com- 
plaint be dismissed and all costs expended herein 
assessed against plaintiff. 

LYLE KEITH 
United States Attorney. 


[Endorsed]: Filed Aug. 19, 1941. [15] 


United States of America ah) 
[Title of District Court and Cause. ] 
PRE-TRIAL ORDER UNDER RULE 16 


To Cheney & Hutcheson, Attorneys for Plaintiff: 
To Lyle Keith, Attorney for Defendant: 

By virtue of the Pre-Trial Rule 16 of the Rules 
of Civil Procedure for the District Courts of the 
United States, you are hereby directed to appear 
before the undersigned Judge of the above entitled 
Court on Tuesday, October 7, 1941, at five o’clock 
P. M., in the Judge’s Chambers, in the Post Office 
Building at Yakima, Washington, to consider: 

(1) The simplification of the issues 

(2) The necessity or desirability of amend- 
ments to the pleadings 

(3) The possibility of obtaining admissions of 
fact and of documents which will avoid unneces- 
sary proof 

(4) The limitation of expert witnesses 

(5) Such other matters as may be of aid in the 
disposition of the action. 

The Clerk of this Court is directed to forthwith 
serve this order upon the above named parties by 
mailing a copy thereof to their attorneys at the 
address disclosed by the record herein. 


Dated this 29 day of September, 1941. 
L. B. SCHWELLENBACH 
United States District Judge 


[Endorsed]: Filed Sep. 29, 1941. [16] 
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[Title of District Court and Cause.] 
PRE-TRIAL ORDER 


This cause duly came on for pre-trial hearing on 
this day before the undersigned Judge of the above 
entitled Court pursuant to Rule 16 of Rules of 
Civil Procedure for the District Court of the 
United States; Cheney & Hutcheson appearing as 
attorneys for plaintiff and Lyle Keith appearing 
as attorney for defendant; and the Court having 
examined the pleadings and having considered same 
and having heard the statements for both parties 
herein ; 


Now Therefore, the Court does hereby find as 
follows: 


That the only factual question remaining at issue 
under the pleadings herein is whether under the 
circumstances of this case the profit realized from 
‘the sale of 11,000 share of stock in Sunshine Min- 
ing Company was taxable to the Yakima Holding 
Corporation or to its subsidiary (in which it owned 
practically all of the capital stock) Yakima Furst 
National Bank; and further that if the said profit 
is taxable to the Yakima Holding Corporation, 
whether the Yakima Holding Corporation in mak- 
ing its 19385 income tax return in not reporting said 
profit was guilty of fraud. 

Done in open court this 4th day of December, 
1941. 

L. B. SCHWELLENBACH 
District Judge 
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Approved: 
CHENEY & HUTCHESON 
Attorneys for Plaintiff 
O. K. as to form 
LYLE KEITH 
Attorney for Defendant 


[Endorsed]: Filed Dee. 4, 1941. [17] 


[Title of District Court and Cause.] 


STATEMENT OF FACTS 
Before: 
The Honorable L. B. Schwellenbach, Judge. 


On February 18, 19, 1943. 
At Yakima, Washington. 


Appearances: 
For the Plaintiff: 
Cheney & Hutcheson, Attorneys. 


For the Defendant: 
Mr. Lyle Keith, U. S. District Attorney 
for Eastern District of Washington, and 
Mr. Thomas R. Winter, Asst. Counsel, 
Bureau of Internal Revenue. [18] 


On this 18th day of February, 1942, the above 
entitled cause coming on for hearing and for trial 
before the Honorable L. B. Schwellenbach, Judge of 
the above styled Court, and all parties having an- 
nounced ready for trial the following proceedings 
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were had, testimony taken and exhibits introduced: 
Mr. Cheney: I take it there is no necessity for 
an opening statement according to the pre-trial 
order : 
The Court: Iam just reading that: 
‘*Pre-Trial Order 

This cause duly came on for pre-trial on this 
day before the undersigned Judge of the above 
entitled court pursuant to rule 16 of Rules of 
Civil Procedure for the District Court of the 
United States; Cheney & Hutcheson appearing 
as attorneys for plaintiff and Lyle Keith ap- 
pearing as attorney for the Defendant; and the 
Court having examined the pleadings and hav- 
ing considered same and having heard the state- 
ment of both parties herein: 

Now, Therefore, the Court does hereby find 
as follows: 

That the only factual question remaining at 
issue under the pleadings herein is whether 
under the circumstances in this case the profit 
realized from the sale of 11,000 shares of stock 
in Sunshine Mining Company was taxable to 
the Yakima Holding Company or to its sub- 
sidiary (in which it owned practically all of 
the capital stock) Yakima First National 
Bank; and, further, that if the. said profit is 
taxable to the Yakima Holding Corporation 
[21] whether the Yakima Holding Corpora- 
tion in making its 1935 Income Tax Return in 
not reporting said profit was guilty of frand. 
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Done in open Court this 4th day of Decem- 
ber, 1941. 
L. B. SCHWELLEN BACH 
District Judge.”’ 


Mr. Cheney: Your Honor, our theory of the 
pleadings is, substantially, the only issues of fact 
are in reference to paragraphs 5, 6, 7, 8 and 9, I 
think, and a part of 15 and a part of 16—— 

The Court: There isn’t any dispute as to the 
amount for which the Sunshine stock was sold? 

Mr. Winter: No, your Honor, except—the Court 
may very easily find from the evidence either all 
of the 11,500 shares were owned by the Holding 
Company during the year 1935, and transferred 
that vear, or it may find that a number of shares 
may be in issue—but as to the amount for which 
sold—there may be some computation as to it, but 
not issue as to amount for which sold. 

The Court: I notice you speak of 11,500—— 

Mr. Cheney: 12,500 altogether. 

Mr. Winter: Of which 11,000 were sold. I made 
an error on that. 

The Court: You may proceed. 
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Whereupon 
CARROLL HULL, 


a witness called for and on behalf of the plaintiff, 
having been duly sworn, testified as follows: [22] 


Direct Examination 
By Mr. Cheney: 
Your name is Carroll Hull? 
Yes, sir. 
You are a resident of Yakima? 
Just out eight miles. 
You are Secretary of the Sunshine Mining 
Company ? A. Yes sir. 

@. And as such the records of the Sunshine 
Mining Company are in your possession and under 
your control? A. Yes sir. 

@. I hand you Plaintiff’s identification 1 

The Court: Have you examined these records? 

Mr. Winter: Your Honor, I have photostatic 
copies of the stockholders ledger sheets which are 
the only ones which the Court will be concerned 
with and I am willing to substitute those with the 
originals after Counsel has checked them. 

The Court: They may not agree those are the 
only ones we are interested in—why not use those 
for the ones you do agree on. 

Mr. Cheney. That will be all right. 

Q. I hand you plaintiff’s identification 1 and 
will ask you if that is the original stock record of 
the Sunshine Mining company, showing the trans- 
fer to and from the,name of George H. Bradshaw. 


OPorPe® 
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(Testimony of Carrol! Hull.) 
A. Yes sir. 
Mr. Cheney. I offer in evidence Plaintiff’s [23] 
Identification No. 1. 
Mr. Winter: No objection. 
Plaintiff’s Identification No. 1 admitted in 
evidence. 


[Printers Note—Plaintiff’s Exhibit No. 1 is 
set out at page 256 of this printed record. ] 


Mr. Winter: We don’t have that sheet. 

Mr. Cheney: This covers generally three certi- 
ficates of stock in Bradshaw’s name. These are the 
three certificates of stock that eventually are in- 
volved in this htigation. 

Mr. Winter: That’s right. What are the certi- 
ficate numbers ? 

Mr. Cheney: 226, 259 and 334 in Mr. Brad- 
shaw’s name, showing those were received by him 
on August 17, 20 and 22, 1934, transferred in his 
name on those dates, and transferred to Pocock out 
of that name on April 16, 1935. 

Q. I hand you now plaintiff’s identification No. 
2 the stock ledger, and pages 2, 3, 4 and 5 stock- 
holders account of Alexander Miller, covering the 
period of time July 28, 1934 down to and ineluding 
April 25th, 1935. We offer identification 2 in evi- 
dence. Now, Gentlemen, the particular purpose of 
this exhibit refers to page 2, shows the transfer 
upon the books of five thousand shares from the 
name of Alexander Miller August 15, 1934, into 
the name of Yakima First National Bank by certi- 
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(Testimony of Carroll Hull.) 
ficate W 69. And on page 5 shows transfer of five 
thousand shares from certificate 424 to certificates 
2159 to 2208 to the name of Edward M. Pocock. 
The Court: Transferred from whom? 
Mr. Cheney: Alexander Miller to Pocock’s 
name. 
The Court: The date of that? 
Mr. Cheney: Named upon the books of the Sun- 
shine [24] Mining Company April 25, 1935. 
We offer Identication 2 in evidence. 
Mr. Winter: No objection. 
Plaintiff’s Identification 2—(Pages 2, 3, 4 
& 5, Alex Miller acct) admitted in evidence, 
and becomes Plaintiff’s Exhibit 2. 


{Printer’s Note: Plaintiff’s Exhibit No. 2 
is Set out at page 257 of this printed record. ] 


Mr. Winter: Do you intend to substitute 
copies, or photostats of that exhibit? 

Mr. Cheney: One or the other. 

Mr. Winter: The Court isn’t going to be con- 
eerned with the books. If you have photostats we 
have no objection. 

Mr. Cheney: Identification 3, being pages 1, 2, 
3 and 4 of the Pocock account 

Q. I hand you identification 3, being pages 1], 
2, 3 and 4 of the Pocock account, being the orig- 
inal records of the Sunshine Mining register in the 
name of Edward M. Poeock, between April 16, 
1935, and some time in 1939. Do vou reeognize 
that? A. Yes sir. 


i 
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(Testimony of Carroll Hull.) 

Mr. Winter: June 15, I have it. It doesn’t make 
any difference as long as it was after May. 

Mr. Cheney: I offer in evidence Plaintiff’s iden- 
tification 2, pages 1, 2, 3 and 4 of the stock register 
in the name of Edward M. Pocock. 

Mr. Winter: No objection. 

Plaintiff’s identification ‘3’ (pages 1, 2, 3 and 
4 Pocock account) admitted in evidence and 
becomes Plaintiff’s exhibit 3. 


[Printer’s Note: Plaintiff’s Exhibit No. 3 is 
set out at page 261 of this printed record.] [25] 


Mr. Cheney: This exhibit starts with the trans- 
fer on April 16, 1935 of certificate 226 from the 
name of George H. Bradshaw to Pocock. 

The Court: Those are the same ones we got out 
of the Bradshaw account? 

Mr. Cheney: Yes, also certificates 259 and 334 
the same. It also shows the transfer on April 23rd 
of certificate W69 from the Yakima First National 
Bank to Edward M. Pocock im a lot of certificates 
—and on page 3 shows on April 25, 1935, transfer 
of certificate No. 424 from the account, ledger ac- 
eount of Alexander Miller to Edw. M. Pocock in 
a large number of 100 shares certificates. 

Q. I hand you identification ‘4’ and ask you if 
that is a ledger account of stock transferred into 
and out of the name of the Yakima First National 
Bank ? A. Yes sir. 

Mr. Cheney: In reference to this exhibit, Gentle- 
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(Testimony of Carroll Hull.) 
men, the original and copy was put into evidence 
in the ease of Harper vs. Yakima First National 
Bank and all we got back was this Exhibit 
Mr. Winter: I might explain to the Court we 
have photostatic copies of the original and if we 
have a minute to check—there appears to be two 
items in here 
Mr. Cheney: We offer plaintiff’s identification 
‘4’ account of the Yakima First National Bank. 
Mr. Winter: No objection. 
Plaintiff’s identification ‘4’ (Account of Ya- 
kima First National Bank) admitted and be- 
comes Plaintiff’s exhibit ‘4’. 


fPrinter’s Note: Plaintiff’s Exhibit No. 
4 is set out at page 265 of this printed record. | 
[26] 
Mr. Cheney: This shows that on August 15, 
1934, a transfer in certificate 5541 in Alexander 
Miller’s name to certificate W 69 in the name of the 
Yakima First National Bank. It further shows 
that on the date of April 23, 1935, a transfer in cer- 
tificate No. W 69 into certificate 2105 to 2154 in the 
name of Edward M. Poecock—that 5000 shares in 100 
share lots. 
Q. I show you identification ‘5’, Mr. Hull, is 
that the original cancelled certificate of Wn 69? 
A. Yes sit. 
Q. Which would be cancelled when the certificate 
of stock was transferred upon the books. 
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(Testimony of Carroll Hull.) 
A. Yes sir. 
Mr. Cheney: I offer this in evidence. 
Mr. Winter: No objection. 
Plaintiff's identification ‘5’ (Cancelled stock 
certificate Wn. 69) admitted in evidence and be- 
eomes Plaintiff’s Exhibit ‘5’. 


[Printer’s Note: Plaintiff’s Exhibit No. 5 
is set out at page 267 of this printed record. | 


Mr. Cheney: Certificate 69, plaintiff’s Exhibit 
‘dD’ stock issued August 15, 1934, stock issued in to 
the name of Yakima First National Bank, showing 
eanecelled and re-issued in W 2105 to W 2154, and 
on the back bears the endorsement of Yakima First 
National Bank by R. M. Hardy, President, April 
23rd, 1935, and witnessed by Kenyon. 

Idenification ‘6’ is cancelled certificate— 

Q. I hand you identification ‘6’ and ask you if 
that is cancelled certificate 4242? A. Yes sir. 

Q. It would be cancelled in this book upon re- 
issue of [27] stock in somebody else’s name. 

n 6 es. 

Q. And identifications ‘7’ and ‘8’ are those can- 
eellations of stock in Bradshaw’s name, Nos. 226 
and 259 ? A. Yes sir. 

Q. And is identification ‘9’ cancelled stock cer- 
tificate of Wn 334 in the name of George H. Brad- 
shaw ? A. Yes sir. 

Q. All of these were passed back in to the com- 
pany upon the re-issue of stock in somebody else’s 
name. A. Yes sir. 


30 Guaranty Trust Company vs. 


(Testimony of Carroll Hull.) 

Mr. Cheney: I offer in evidence plaintiff’s iden- 
tifications 6, 7, 8 and 9. 

Mr. Winter: No objection. 

(Plaintiff’s identification ‘6’ (Cancelled stock 
certificate 424), 7, (Cancelled stock certificate 
Wn226) 8 (Cancelled stock certificate W 259), 
9 (Cancelled stock certificate Wn 334) admit- 
ted in evidence, and become Plaintiff’s Exhibits 
6, 7, 8 and 9, respectively.) 


[Printer’s Note: Plaintiff’s Exhibits No. 6, 
7, 8, 9 are set out at pages 270-283 of this 
printed record. | 


Mr. Cheney: That is all from Mr. Hull, just to 
identify those exhibits. 
Mr. Winter: No questions. 
Witness excused. 


W. J. FUNK, 


a witness called for and on behalf of the plaintiff, 
having been duly sworn, testified as follows: 


Direct Examination 
By Mr. Cheney: [28] 
Q. Your name is W. J. Funk? 
A. That’s right. 
Q. Walter Funk, ordinarily. Aaa ics: 
(. Are you an officer of the Guaranty Trust 
Company ? A. Yes sir. 
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(Testimony of W. J. Funk.) 

Q. What position do you hold? 

A. Vice President and General Manager. 

Q. And the Trust Company is the liquidating 
officer upon the liquidation of both the Yakima 
Holding Company and the Yakima First National 
Bank. 

A. No, the Guaranty Company is the liquidating 
agent of the Holding Company, but I, personally, 
am connected with the First National Bank. 

Q. And as liquidating agent of the Holding Com- 
pany and Trust Company has possession of the 
books and records of the Holding Company ? 

A. Yes. 

Q. You, yourself, as an officer of the Yakima 
National Bank have possession of the records of the 
Yakima First Nationa] Bank. A. Yes sir. 

Q. I show you, Mr. Funk, identification ‘10’, is 
that one of the books and records of the Yakima 
Holding Company, the original book of entry ? 

Eee Yes, it is. 

Q. What is that? 

A. Cash disbursement journal. 

Q. That is the journal that shows when and for 
what money was expended by the Holding Com- 
pany? [29] A. Yes sir. 

Q. Calling attention to page 19, does that have 
upon it the record of entries of transactions in 
August, 1934? A. Yes sim. 

Mr. Cheney: I am offering page 19, specifically, 
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(Testunony of W. J. Funk.) 
but have no objection if counsel would rather have 
the whole book. We offer identification ‘10’. 
The Court: Page 19 shows all the entries for 
"34? 
Mr. Cheney: Yes—disbursements 
The Court: Covers the whole year? 
Mr. Cheney: Covers August, 1934. 
Mr. Winter: I don’t think there is anything 
more the Court is concerned with. No objection. 
(Plaintiff’s identification ‘10’ (Cash disburse- 
ment journal—page 19—Yakima Holding Com- 
pany) admitted in evidence and becomes plain- 
tiff’s Exhibit 10.) 


[Printer’s Note: Plaintiff’s Exhibit No. 10 
is set out at page 284 of this printed record. ] 


Q. Now, Identification ‘11’ is what? 

A. Cash Receipts journal. 

@. That is the record showing the amount of 
money and from whom the money was received by 
the Holding Company ? A. Yes sir. 

@. And page 39 covers what period of time? 

A. March 30th to May 6, 1935. 

Mr. Cheney: I offer page 39 of the Cash receipts 
journal. 

Court: Together they constitute your whole cash 
book ? 

Witness: Yes—— 

The Court: Covering all entries of receipts and 
dis- [30] bursements, by the Holding Company. 
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(Testimony of W. J. Funk.) 

A. Yes. 

Mr. Cheney: While Counsel is looking at Exhibit 
J1—— 

Q. On Exhibit 10, page 19, on the left hand page 
“8/17—Y FN B”’ 


appears the following items 
Who is ““Y F N B’’? 

A. Yakima First National Bank. 

Q. ‘1000 shares Sunshine Mining Company 
Stock—check No. 7—$7725.00’’ and on the same 
date—‘‘ Y F N B—5000 shares Sunshine Mining Com- 
pany stock, check No. 8, $40,000.00”’ 

August 18, 800 shares Sunshine Mining Company 
stock, Check No. 9, $6320.00. 

August 21, 700 shares Sunshine Mining Company 
Stock, check No. 350, $5530. 

Then on the right hand page 

Mr. Winter: No objection to exhibit ‘11’. 

(Plaintiff’s identification ‘11’ (Cash Receipt 
Journal Yakima Holding Company) received 
in evidence and becomes Plaintiff’s Exhibit 11.) 


[Printer’s Note: Plaintiff’s Exhibit No. 11 
is set out at page 285 of this printed record. ] 


Q. Mr. Funk, plaintiff’s identification 12 is what 
—what is the whole book ? 
A. This is the general ledger of the Yakima 


Holding Corporation. 

Q. Identification ‘12’ is what? 

A. That is the ledger account of the Sunshne 
Mining Company stock. 
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(Testimony of W.-J. Funk.) 

Q. Now, by the way, is that the ledger account 
of the Yakima Holding Company in which the en- 
tries in the cash [31] disbursement journal were 
entered and the entries for the cash receipts journal 
were entered and balanced up the account. 

A. This is the ledger account, yes. 

Mr. Cheney: I offer identification ‘12’. 

Mr. Winter: No objection. 

(Plaintiff’s identification ‘12’ (Sunshine Min- 
ine Company Ledger Account—Yakima Hold- 
ing Company) received in evidence and be- 
comes Plaintiff’s Exhibit ‘12’. 


[Printer’s Note: Plaintiff’s Exhibit No. 12 
is set out at page 287 of this printed record. | 


Mr. Cheney: Your Honor, in the Cash Receipts 
Journal which is exhibit ‘11’, on page 39 under 
‘ date of May 1, 1935, we find the following ** Yakima 
First National Bank Sale of 7500 shares of stock 
Sunshine Mining Company, $61,451.50. Cash re- 
ceipts—May 1, Sunshine Mining Company Stock, 
5000 shares, at $12—$60,000.00 Yakima Holding 
Company Stock, Investment account, 1119 shares 
at $15—. Capital account, 2881 shares at $15. The 
total of 4000 shares are covered by certificate 686, 
dated May 1, 1935, issued to Alex Miller. For ex- 
planation see below.’’ Then ‘‘under letter dated 
December 11, 1934, Alexander Miller agreed to ex- 
change 5000 shares stock Sunshine Mining Company 
at $12 per share, for 4000 shares stock Yakima 
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(Testimony of W. J. Funk.) 
Holdng Company (Corporation) at $15 per share.’’ 
The ledger account is debited as follows: Sunshine 
Mining Company stock, August 17, 1934, Y F N B 
1000 shares $7.7214—$7,725.00. 5000 shares—$8.00, 
$40,000.00. August 18, 800 shares, at $7.90, $6320.00, 
and August 21, 700 shares at $7.90, $5530. The total 
amount would be added up in the last column. Then 
it has August 31, eash transfer fees $1.50. Then 
under the numbers it has a total of 7500 shares. [32] 

Then January 6, 19835—‘to write up value 25c 
per share, as of December 31, 1934, C. R. J. 38, 
$1875.00. 

May 1, YFNB—Alex Miller 5000 shares @ $12 
60000.00. 

That totals up to $61,451.50. 

Then appears May 1, 7500 shares sold C.R.J. 
39, $61451.50. 

Also 5000 shares sold—C. R. J. 39 60000.00. 

Over in the credit items credit, first, $61,451.50, 
then 60,000.00, making a total of $121,451.50, bal- 
ancing the account. 

Q. Mr. Funk I hand you plaintiff’s identifi- 
eations ‘13’ and ‘14’—what is the book, first ? 

A. Check book, including the register. 

Q. And the 2 pages ‘13’ and ‘14’? 

A. Register of checks written. 


? 


@. And apparently each check was written for 
what purpose, for Sunshine Mining Company stock 
purchase ? A. Yes. 

@. And is there reference to the Cash Disburse- 
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(Testimony of W. J. Funk.) 
ments Journal (19) on each one of the four refer- 
ring to the Yakima First National Bank? 
A. Yes. 
Q. Is that the Cash Disbursement Journal we 
offered in evidence? A. Yes. 
@. And where it says YFN Bank, to what does 
that refer? 
A. The Yakima First National Bank. [33] 
@. And S.M. Co. 
A. Sunshine Mining Company. 
Mr. Cheney: I offer identifications ‘13’ and ‘14’ 
in evidence. 
Mr. Winter: No objection. 
Plaintiff’s Identifications ‘13’ and ‘14’ (Cks 
No. 347 and 348—349 and 350) received in evi- 
dence and become plaintiff’s exhibits ‘13’ and 
‘14’. 
[Printer’s Note: Plaintiff’s Exhibits Nos. 13- 
14 are set out at page 288 of this printed 
record. | 


Mr. Cheney: Calling your Honor’s attention— 
check stub 347, August 17, 1934, $7775, in favor of 
Y.E.N.B.—particulars—1000 shares of S.M. Co. 
stock. The next stub dated August 17, for $40,000 
in favor of Y.F.N.B. for 5000 shares Sunshine Min- 
ing Company stock. 

Then Exhibit 14, checks 349 and 350, the first be- 
ing August 18, 1934, for $6320, in favor of Y.F.N.B. 
—particulars—8000 shares Sunshine Mining Com- 
pany stock. The second check of Exhibit 14, August 
21, 1934, for $5530.00 in favor of Y.F.N.B.—particu- 
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(Testimony of W. J. Funk.) 
Jars—700 shares of Sunshine Mining Company stock. 
Your Honor will notice the total is 7500 shares of 
stock. 

Q. What book is that in your hands now? 

A. The minute book of the Yakima Holding 
Company—rather I should say—Corporation—Ya- 


kima Holding Corporation. 

@. What is the date? 

A. April 12, 1935. 

Q@. Contained on page 42, 43 and part of 44. 

A, That is correct. 

@. And at the end of the minutes appear two 
signatures, [34]—from your own knowledge are 
those the signatures of the persons they purport to 
be? A. Yes. 

Q@. Mr. R. M. Hardy, as President, and Mr. 
George H. Bradshaw, Secretary. 

A. Yes sit. 

@. Were they at that time respectively president 
and secretary of the Yakima Holding Company? 

A. Yes sir. 

Mr. Winter: You are just offering the one 
sheet ? 

Mr. Cheney: Yes. 

Mr. Winter: If you stipulate there is no refer- 
ence whatever in the minutes previous to that date 
with reference to the purchase of stock for and 
on account of the bank by the Holding Company, 
otherwise we want the whole book. 
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Mr. Cheney: I don’t think there is. To the 
best of my information there is not. 
The Court: Couldn’t you stipulate 
Mr. Winter: This is the first time the minutes 


of the corporation made any reference to the stock 
here in question. 

Mr. Cheney: JI think it is. [ am not guarantee- 
ing anything of the sort. 

Mr. Winter: Unless it is 
the one minute. 

The Court: I will withhold the ruling and leave 
a space here for the stipulation. 

Mr. Cheney: So far as the stipulation is con- 
cerned—here is the book in Court and to the best 
of my information there are no others, but the 
question of whether or not [85] it is admissible— 
this is a minute of the Holding Company and the 
-minute should be admissible regardless of whether 
there are some other minutes in the book. I am 
willing to stipulate if either party can find any- 
thing that would be material there can be no ques- 
tion about it. This minute is the only one I know 


we will object to just 


of is material 
The Court: I will sustain the objection to the 
admission. 
To which ruling plaintiff excepts. . 
The Court: You are offering it to prove a cer- 
tain thing 
Mr. Cheney: J am offering it to prove it is the 
minutes of the corporation and that is all. 
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The Court: As to a particular transaction and 
it may only be admissible as a part of a number of 
the minutes of that company that refer to that 
transaction. 

Mr. Cheney: It is a complete set of minutes. [t 
refers to no other minutes at all, and is part of a 
line of information we are putting m—I am will- 
ing to offer the entire book—but I am not going 
to be bound by any stipulation. 

The Court: I am not asking you to—I am asking 
you to look through the book to see if there is any 
other information or reference in there—it should 
save offering the whole book. I don’t see why both 
counsel can’t get together and see if there is or is 
not some mention of this transaction in some other 
minutes. 

Mr. Cheney: To the best of my knowledge and 
information there is none. [36] 

The Court: I am asking you to make sure that 
your knowledge and information are correct. 

Mr. Cheney: Well, I will proceed. 

@. Identification ‘16’ is what? 

A. A letter written to Mr. Alex Miller by George 
H. Bradshaw, secretary of the Holding Company. 

Q. That is one of the official letters kept in the 
records of the Yakima Holding Company as of that 
date and bearing the signature of whom? 

Mr. Winter: I object to it—it doesn’t appear 
this witness would know. I don’t think he can 
testify as to whether or not it was written—it doesn’t 
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appear he was connected with the Yakima Holding 
Company—it may be files he found or were turned 
over to him as liquidator. 

Mr. Cheney: That’s the question I asked him. 

Q. Is that a letter found by you as liquidator of 
the Yakima Holding Company among the files and 
records of the Holding Company? 


A. This is. 

@. On this letter does there appear the signa- 
ture of any man? A. Yes. 

@. What name? A. George H. Bradshaw. 


Q. Does it also bear a notation dated subse- 
quently and signed by somebody’s initials? 

A. Yes sir, the initials of G. H. B. 

Q. Do you know of your own knowledge this is 
his signature and his initials? A. Yes. [87] 

Q. The date is when? 

_ <A. The letter is December 11, 1934, and the nota- 

tion at the bottom April 25, 1935. 

Q. Look at identification ‘17’—what is identifica- 
tion ‘17’? 

A. It’s a letter of—a letter to George H. Brad- 
shaw, Secretary Yakima Holding Company, from 
Alex Miller. 

Q. Is it signed by Alex Miller? A. Yes. 

Q. Was that letter actually found among the 
original files and records of the Yakima Holding 
Company ? A. Yes sir. 

Q. Where is George H. Bradshaw? 

A. He is now deceased. 
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@. And where is Alex Miller? 

A. The same. 

@. Both are now dead? AR Bares cine, 

Mr. Cheney: We offer in evidence Exhibits ‘16’ 
mid ‘17’. 

The Court: What are the dates? 

Mr. Winter: Exhibit ‘16’ December 11, 1934 
and identification ‘17’ appears to be December 11, 
1934. 

Mr. Cheney: Both the same day, are they not? 

Mr. Winter: Yes, both the same dates. 

Mr. Cheney: I offer them in evidence. 

Mr. Winter: May I ask the witness some ques- 
tions on voir dire? 

The Court: Yes. [88] 


Questions On Voir Dire 
By Mr. Winter: 

Q@. When were you appointed liquidator of the 
Yakima Holding Company, or when was the Guar- 
anty Trust Company ? 

A. I would have to check that on some minutes. 
Off hand I couldn’t say. However, I think it was in 
the early part of 1937, but I want to check that. 

Q. Were you an officer or did you have any con- 
nection with the Yakima Holding Company ? 

ne No sit. 

Q. Prior to taking over 

The Court: November 10th, 1936, it is alleged 
the assets were turned over to the liquidator as 
liquidating trustee—paragraph 3. 
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Mr. Winter: Yes, that is admitted—I wasn’t 
trying to 
Witness: May I ask what date that is. 
Q. November 10, 1936. You say what has been 


marked now for identification No. 16 and 17 were 
in the files of the Yakima Holding Company at the 
time you took over the assets? A. Yes sir. 

@. And that is the first time you had any 


knowledge of them? A. Yes sit. 
Q. You are familiar with Mr. Bradshaw’s sig- 
nature, are you? A. Yes sir. 


Q. Is Exhibit ‘16’ signed, and was the writing 
upon the top of this one there at the time you first 
received [39] them? 

A. This is exactly the way it was in the file, 
yes sir. 

Q@. Where was the file when you found it? Was 
that in the Guaranty Trust Company’s hands? 

A. The records of the Holding Corporation were 
always kept in the Guaranty rust Company. 


Q. Same office? A. Yes sir, same office. 

@. And also have the same office as the Yakima 
First National? A. No six. 

@. They were separate? A. Yes sir. 


@. Next door? 

A. A different room next door—nothing there 
with them. 

Q. Now, Exhibit ‘16’ appears to be a copy of a 
letter—did you make a demand or have you tried to 
find the original of this letter? 


phe 
Co 
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A. The letter was addressed to Mr. Alex Miller— 
I never tried to get that. 

@. All you know is you found these two exhibits 
in the files of the Yakima Holding Company. 

A. Yes, those two letters were the original rec- 
ords of the transactions of the Yakima Holding 
Corporation. 

Q. You mean the records which you found. You 
don’t know of your own knowledge whether o1 not 
they were records of the transactions except what 


they show on the face. A. That is correct. 
Q. And you say you know Mr. Alex Miller’s sig- 
nature? [40] A. Yessir. 


Q. And you found these records there on No- 
vember 10th, or in November, 1936, when you went 
in there. A. Yes sir. 

Q. Of course, you don’t know when they may 
have been written, and when they may have been 
placed in the files prior to that time, do you? 

A. No. 

My. Winter: I object to them, if the Court please, 
on the ground they have not been shown to have been 
dated—they appear to have been dated and found in 
the files, but this witness has no knowledge as to 
whether they may or may not have been written. 

The Comt: They may be admitted. Objection 
overruled. 

Plaintiff’s identifications ‘16’ and ‘17’ (16— 
copy of letter Bradshaw to Miller—12/11/34) 
and (‘17’ Letter Miller to Bradshaw 12/11/34) 
admitted in evidence and become Plaintift’s ex- 
hibits ‘16’ and ‘17’. 
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| Printer’s Note: Plaintiff’s Exhibits Nos. 16- 
17 are set out on pages 312-313 of this printed 
record. | 
Mr. Cheney: 1 have examined the record and the 
minutes of April i2, 1935, are the only minues of the 
Holding Company for the period involved in this 
dispute. I will hereby stipulate this is the only min- 
utes that refer to that transaction. 
The Court: Then I will admit Plaintiff’s ‘15’. 
Plaintiff’s identification ‘15’ (Minutes of 
April 12, 1935, Yakima Holding Company) ad- 
mitted in evidence and become Plaintiff’s Ex- 
noite toe 
| Printer’s Note: Plaintiff’s Exhibit No. 15 
is set out at page 289 of this printed record. ] 


Mr. Cheney: If I may at this time I would like 
to [41] read the material part of these minutes. 

‘*A meeting of the executive committee of the 
Yakima Holding Corporation was held in the 
office of the Yakima First National Bank on 
Friday, April 12, 1935, at 3:00@2. ME 

Those present Messrs. Hardy, Bradshaw, 
Rightmire and Clift. 

My. Hardy stated there were several matters 
that required action by the executive committee 
and stated that the first matter was a proposal 
to Mr. Alex Miller to exchange 4000 shares of 
stock of the Yakima Holding Corporation for 
5000 shares of Sunshine Mining Company stock 
on the basis of placing a value of $15 per share 
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on the stock of the Holding Corporation and $12 
per share on the stock of the Sunshine Miiming 
Company. This proposal was made to Mr. Miller 
under date of December 11, 1934; and accepted 
by him. It was then moved by Mr. Clift, seconded 
by Mr. Rightmire, that we approve and ratify 
the proposal for the exchange of stock as out- 
lined and authorize its completion. Carried.”’ 


Exhibit 16: Reads: 

**Mi. Alex Miller, Yakima, Washington. 
Dear sit: Referring to conversations which we 
have had recently regarding the exchange of 
some stock of the Yakima Holding Corporation 
for stock of the Sunshine Mining Company, I 
wish now to make the definite proposition that 
we will exchange four thousand shares of Yak- 
ima Holding Corporation stock for five thou- 
sand shares of Sunshine Mining Company stock. 
This is putting a value of $15 per share on the 
stock of the Holding Company and [42] #12 per 
share on the stock on the Sunshine. Yours very 
truly, Geo. H. Bradshaw, Secretary.”’ 


And at the bottom of that letter: reads: 
Spit 25, 1935. 
Delivered Sunshine Cert. for 5000 shares to 
Mr. Hardy. 
Gabe.’ 


Exhibit ‘17’: Reads: 
“December 11, 1934. 
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Mr. George H. Bradshaw, Secretary 
Yakima Holding Corporation 
Yakima, Washington 


Dear sir: 

Referring to your letter of this date, in which 
you offer to exchange four thousand shares of 
Yakima Holding Corporation stock for five 
five thousand of Sunshine Mining stock, I wish 
to advise you of my acceptance of this offer of 
exchange. 

Yours very truly, 
ALEX MILLER.”’ 


@. Identification ‘18’—is that a letter found by 
you in the records of the Guaranty Trust Company 
as part of their regular files? A. It is. 

@. And is a letter written by whom to the Guar- 
’ anty Trust Company? 

A. Written by Alex Miller to the Guaranty 
Trust Company. 

Mr. Cheney: I offer in evidence Plaintiff’s Iden- 
tification ‘18’. 

Mr. Winter: No objection. [43] 

Plaintiff’s identification ‘18’ (Letter Alex 
Miller to Guaranty Trust Co. 12/11/34) received 
in evidence and becomes Plaintrff’s Exhibit 18. 


[Printer’s Note: Plaintiff’s Exhibit No. 18 is 
set out at page 314 of this printed record.] 


Q. Identification ‘19’ in your hand is what? 
A. A letter from George H. Bradshaw, Secretary 
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of Yakima Holding Corporation to the Yakima 
First National Bank. 

Q. Is that letter signed by George H. Bradshaw 
—is that his signature? A. Yes. 

Q. At the bottom of that letter appears another 
signature—whose is that? 

A. H.F. Crawford, Cashier of the First National 
Bank. 

Q. Was he such cashier on December 12, 1934? 

fee Yes sir. 

Q. Is that his signature? A. Yes, 

Q. Was that letter turned over to you as liqui- 
dator of the Yakima First National Bank and also 
part of the proceedings of liquidation of the Yakima 
Holding Company ? A. It is. 

Mr. Cheney: I offer this in evidence. 

@. You have no personal knowledge whether or 
not the letter was written on the date specified, that 
is, of your own knowledge? A. “No. 

Mr. Winter: May I question him on voir dive? 

The Court: Yes, surely. [44] 


Questions on Voir Dire 
By Mr. Winter: 

Q. Who had possession of this letter at the time 
you took over the assets of the Yakima Holding 
Corporation as liquidator. 

A. The Guaranty Trust Company. 

Q. Where did you find this letter? 

A. That letter was in the files of the Guaranty 
Trust Company. 


ty 
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Q. What file—under letter file or minute book 
or what? 

A. That was in the letter file. 

Q. Letter file—a file in the name of the Yakima 
National Bank? 

A. Ipresume it was. 

Q. Have you got the file or can you produce the 
file in which you found it? 

A. JI doubt whether I could. 

Q. Have you any independent recollection where 
you found it and as to when you found it? 

A. Yes, I remember that. 

@. When? 

A. Not the date. But during that period. But 
I found it in our letter files. 

Q. When you say ‘our’ 

A. Iam talking about the Guaranty Trust Com- 
pany when I talk about ‘our’ letter files. 

Q. Has it always been in the Guaranty Trust 
Company files even prior to the liquidation? [45] 

A. J would have no reason to believe it wasn’t. 
Any paper of that kind we would hold in the letter 
files and it would be there permanently. 

Q. You are speaking of the Guaranty Trust 
Company or of the Holding Corporation—which ? 

A. I am speaking about the Guaranty Trust 
Company now—the Holding Corporation papers 
would be in the Holding Corporation files—in other 
words, that’s a trust account. 

Q. You say you found this in the Guaranty 
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Trust Company files—is that the first time you 
found it was when you found it there? 

A. Yes sir. 

Q@. You never saw it in the files of the Yakima 
Holding Corporation turned over to you? 

A. No sir. 

Q. Or the files in the bank? 

A. It was not in the files of the bank, no. 

Mr. Winter: We object, if the Court please, on 
the ground—we don’t deny the existence of a writ- 
ing—a self evident writing in here, but we co not 
believe it is established by this witness that the 
letter was written on the date it is supposed to have 
been written. The document was just found in the 
files and that’s as far as it may be testified to. 

Mr. Cheney: If I may continue reading from 
the minutes, Hixhibit ‘15’ 

‘The Secretary then stated that at the time 
this transaction with Mi. Miller was discussed 


by the officers an understanding was reached 
that if the transaction were [46] completed that 
the Yakima First National Bank would take 
over from the Yakima Holding Corporation 
the 5000 shares of Sunshine at $15 per share, 
also the 7500 shares of Sunshine stock already 
owned by the Yakima Holding Corporation at 
the cost price of same, all in accordance with 
a letter setting out this understanding dated 
December 12, 1934, from the Secretary to the 
bank and approved by the bank’? 
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Mr. Cheney: I also call your attention in the 
Cash Receipts Journal, Exhibit 11, states: 

‘‘Hor explanation see below:’’ In _ other 
words, for explanation of the transaction 
whereby they received some $121,000—‘‘ Under 
date of letter 12/11/34 Alexander Miller agreed 
to exchange 5000 shares stock Sunshine Mining 
Company @12 per share for 4000 shares stock 
Yakima Holding Corporation @ $15 per share”’ 


Mr. Winter: Both of those exhibits were writ- 
ten in 1985. They admit they didn’t write any- 
thing in the minutes or make any notation in the 
books—the stock was carried in the name of the 
Holding Corporation as its assets and its property, 
and now the document, if the Court please, is at- 
tempting to build up from 1935 back, not having 
been shown to have been written or already existing 
at that time. All we know now it was found by 
this witness in the records of the Guaranty Trust 
Company when the gentleman went there in 1936. 

The Court: When you say ‘’35’ you refer to the 
minutes being written in 1935? 

Mr. Winter: Yes. [47] 

The Court: There is reference in these minutes 
to a letter written in ’34—the letter you referred 
to in the minutes— 

Mr. Cheney: December 12, 1934—that is the first 
letter as to the exchange between Miller and Brad- 
shaw—that exchange was December 11, 1934— 
(reading from ‘15’—‘‘also the 7500 shares of Sun- 
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shine stock already owned by the Yakima Holding 
Corporation at the cost price of same, all in accord- 
ance with a letter setting out this understanding 
dated December 12, 1934, from the Secretary to the 
bank,’’ (dated, if your Honor please, December 12, 
1934) ‘‘from the secretary to the bank and ap- 
proved by the bank’”’. 

The Court: All right. Let’s go back and see 
what you are trying to prove. You are trying to 
introduce a letter by somebody now dead 

Mr. Cheney: Its part of a chain of circum- 
stances. The fact the letter was written isn’t denied. 

Mr. Winter: We don’t deny it was written on 
some date, but 


The Court: They don’t deny it was written on 
some date, but put you on strict proof when it was 
written—by whom written— 

Mr. Cheney: It doesn’t prove yet the date it was 
being written. I asked the gentleman and he said 
he had no personal knowledge it was written on 
that date. I am not offering this witness to prove 
it was written on that date. I am not doing that 
at all this time. It’s merely a question of admissibility 
under the pleadings [48] when the letter is not de- 
nied. 

Mr. Winter: It seems to me a ruling should be 
withheld until Counsel puts on their proof that he 
says he has. 

The Court: The issue that igs made by the plead- 
ings is whether or not the letter was written on 
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December 12, 1934. Now this letter, and the admis- 
sion of it on the basis of present testimony doesn’t 
attempt to prove it was written on December 12, 
1934, and its admissible only as preliminary to en- 
able them to submit proof it was written on that 
date, if they can submit such proof. Now, you not 
having denied the writing of the !etter, and placing 
your objection purely on the date it was written I 
think I will admit the letter— 

Mr. Winter: Your Honor, we admit there was a 
sheet of paper and it purports to have been written 
and signed upon that day. We couldn’t deny the 
existence of the paper which is shown to us in 735 
or ’37 which our investigation—— 

The Court: I will admit it to the same extent— 
you admit there was such a paper— 

Mr. Winter: That it was found there, yes. 

The Court: I will admit it as purely prelimi- 
nary— 

Mr. Cheney: And that it is what it purports to 
be without passing on the question 

The Court: Yes, for a limited purpose. 

(Plaintiff’s identification ‘19’ admitted quali- 
fiedly, and becomes Plaintiff’s Exhibit ‘19’ to 
that extent. ) 


fPrinter’s Note: Plaintiff’s Exhibit No. 19 
is set out at page 315 of this printed record. ] 


Q. Identification of ‘20’ is what? 
A. Two cashiers checks. [49] 
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Q. Drawn by whom and payable to whom? 

A. Yakima First National Bank to Yakima 
Holding Company. 

@. And the date? 

A. Dated April 30th, 1935. 

Mr. Cheney: We offer these in evidence. 

Mr. Winter: No objection. 

(Plaintiff’s identification ‘20’ (Cashier’s 
checks (2) YENB to Yakima Holding Co., 
4/30/35) admitted in evidence and becomes 
Plaintiff’s Exhibit ‘20’.) 

[Printer’s Note: Plaintiff’s Exhibit No. 20 
is set out at page 317 of this printed record. ] 


Mi. Cheney: ‘The first check is for $61,451.50, 
which is exactly the amount of money plus the 
write up of the 7500 shares of stock that was pur- 
chased. The second check is for five thousand 
shares of stock at $12 a share which is $60,000, 
which are the exact figures entered upon the books. 

Q. Identification ‘21’ Mr. Funk, is what? 

A. One is a eashier’s check from Yakima First 
National Bank payable to the Yakima First Na- 
tional Bank dated May 1, 1935, and another check 
to Yakima Holding Company, dated April 30, 1935. 
I offer both checks in evidence. 

Mr. Winter: No objection. 

(Plaintiff’s identification ‘21’ received in evi- 
dence and becomes Plaintiff’s Exhibit ‘21’.) 


[Printer’s Note: Plaintiff’s Exhibit No. 21 is 
set out at page 318 of this printed record. ] 
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Mr. Cheney: Both of these checks on the back 
of them has the endorsement May 2, 1935, by E. R. 
Hoffman 

Q. Where is he? A. He is dead. 

Q. Died in 1938, didn’t he? [50] 

A. Yes, that is the approximate date. 

Q. Identification ‘22’ is what 
sheet. 

A. The first one here is a credit ticket used in 
banks to make transfers of accounts—credit stocks, 
bonds and securities of $121,451. This is made up 
of sales of Sunshine Stock, one item of $61,451.50, 
and the other for $60,000. This item here was de- 
posited to the Yakima Holding Company from Ya- 
kima First National Bank 


explain each 


Mr. Winter: Now, your Honor, it doesn’t appear 
this witness knows what they are except by hear- 
say 

Mr. Cheney: I offer them in evidence. 

Mr. Winter: (Q.) These are further files 
that you found? 

A. Inthe Yakima First National Bank. 

Q.. You are connected with the Yakima First 
National Bank ? A. At one time. 

Q. Where did you get these papers? 

A. I got them as liquidating agent. 

Q. These are papers and records vou took over 
as liquidating agent of the Yakima First National 
Bank? A. Yes sir. 

Q. Thats all you know about it except what 
they show on their face. A. Yes sir. 


EO 


United States of America 5D 


(Testimony of W. J. Funk.) | 

Q. (By Mr. Cheney): Other records of the 
bank will reflect these same items ? 

Pee Vhat’s right. 

Mr. Winter: I would like to ask one more ques- 
tion— [51] 

Mr. Cheney: I might say the exhibits already 
in show the source of this money on the same dates 
and the same amounts. 

Mr. Winter: If there is no issue about it then 
it is surplusage, and I object to it then on that 
ground. 

Mr. Cheney: They are part of the original docu- 
ments. 

The Court: They may be admitted. 

(Plaintiff’s identification ‘22’ (Credit memo 
and deposit slip Yakima Holding Co.) admit- 
ted in evidence and becomes Plaintiff’s Exhibit 
‘22’.) 

fPrinter’s Note: Plaintiff’s Exhibit No. 22 is 
set out at page 319 of this printed record. ] 


Q. I notice on one side of this the initials ‘EH. 
P.H.’ Would that be E. P. Hoffman? 

A. Yes sir. 

Q. Identification ‘23’, Mr. Funk, what is that? 

A. Thats a credit ticket used in the bank to 
put money in undivided profits. It shows two eash- 
ier’s checks deposited to undivided profits, total- 
ing $77,773.95, dated May 2, 1935. | 

Q. Calling your attention to plaintiff’s exhibit 
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‘21’ is that a credit memorandum reflecting the two 
eashiers checks in exhibit 21? A. It is. 

Mr. Cheney: We offer identification 23. 

Mr. Winter: No objection. 

(Plaintiff’s identification ‘23’ (Credit memo 
undivided profits account Y.F.N.B. 5/2/35) re- 
ceived in evidence and becoines Plaintiff’s Ex- 
hibit 23.) 


[Printer’s Note: Plaintiff’s Exhibit No. 23 is 
set out at page 320 of this printed record. ] 


@. I hand you identification ‘25’. What is that? 
A. This is a ledger sheet showing undivided 
profits account of the Yakima First National Bank. 
[52] 

Q. Covering what period? 

A. December 1, 1934, to May 20, 1935. 

Q. That is the original ledger sheet of the bank? 

A. That is. 

Mr. Cheney: JI offer this in evidence. 

Mr. Winter: I don’t see the materiality of it— 
I don’t see the materiality of all of this evidence. 
We are not trying this case before a jury, its just 
cluttering up the records. We have no objection to 
the exhibit except it is surplusage. 

The Court: I don’t think I want to limit the 
plaintiff. They have their own idea about how 
to try their case. Let them try it that way. It will 
be admitted. 

(Plaintiff’s identification ‘25’ (Undivided 
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profits account Yakima First National Bank) 
admitted in evidence and becomes Plaintiff’s 
Exhibit 25.) 


[Printer’s Note: Plaintiff’s Exhibit No. 25 is 
set out at page 322 of this printed record. ] 


Q. When you became liquidator of the bank 
did you find among the assets of the bank 1500 
shares of Sunshine Mining stock? 

A. I did. 

Q. Was that stock sold by you as liquidator for 
the Yakima First National Bank? 

A. It was. 

Q. I hand you identification ‘24’ and ask you if 
that is the sales receipt representing the sale of 
that stock? 

A. This is. J received this personally. 

Q. You received the money and made the sale. 

A. Yes sir. 

The Court: As liquidator? [53] 

A. Of the Yakima First National Bank, yes. 

Mr. Winter: I object to the exhibit on the 
ground its not within the issues of this case, and 
its not any stock here involved—its stock acquired 
by the Yakima National Bank after the period 
here involved and is not within any of the issues 
and is not a part of the 12,500. 

Mr. Cheney: It is—that is the only stock the 
First National Bank ever owned is the 12,500 shares 
In question. 
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Mr. Winter: It is not a part of the 11,000 on 
which the profit here is in question. 
The Court: I will admit it. I’ve lost track of 
what Mr. Cheney is doing a long time ago. 
(Plaintiff’s identification ‘24’ (Receipt for 
sale of Sunshine stock by liquidating agent) re- 
ceived in evidence and becomes Plaintiff’s Hx- 
hibit 24.) 


[Printer’s Note: Plaintiff’s Exhibit No. 24 
is set out at page 320 of this printed record. ] 


Mr. Cheney: Have you any objection to ‘26’? 
Mr. Winter: No objection. 
Mr. Cheney: This is the 1935 return of the Ya- 
kima First National Bank. 
Mr. Winter: A certified copy, your Honor. 
The Court: It may be admitted. 
(Plaintiff’s identification ‘26’ (Income Tax 
Return 1935 Y.F.N.B.) received in evidence and 
becomes Plaintiff’s Exhibit 26. 


[Printer’s Note: Plaintiff’s Exhibit No. 26 
is set out at page 327 of this printed record. ] 


@. Identification ‘27’—that is a true and cor- 
rect copy of the income tax return filed by you 
as liquidator of the Yakima First National Bank 
in 1938? A. This is, yes sir. 

Q. Does that report the sale of the 1500 shares 
of [54] stock? 

Mr. Winter: We object to having him state what 
the report shows—its the best evidence in itself. 
~ Objection sustained. 
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The Court: This is the bank’s return for 1938? 
Mr. Winter: We object to it on several grounds. 

First, its not the best evidence—it appears to he. 
a copy of the original record, no demand for which 
has been made which would have been produced had 
such demand been made. Second, it involves a vear 
three years later, and does not involve any issue 
within this case—what the bank or trustee or trust 
company or somebody else may have done in 192 
with respect to the profits involving the sale of some 
other stock, or how reported, would only be pulling 
themselves up by their boot straps, so to speak. 
I realize its just being offered for a basis of ar- 
gument for that purpose, and we object to it on 
the grounds it does not involve the profit here in- 
volved, and it is not the best evidence. It appears 
to be a copy of the original document, and we have 
no way of checking it with the original and no 
demand made upon us for the original. 

The Court: I will hear from you on the first 
ground, that it is a copy and you made no demand 
for the original. 

Mr. Cheney: It is a typewritten copy of the 
original passing between the parties to the law 
suit. No demand has been made and I think upon 
that ground the objection is well taken. I have 
ho argument on that question at all. [53] 

The Court: Are you withdrawing the identi- 
mcation ‘27’? 

Mr. Cheney: I will leave it in for the time be- 
ing. Other things may happen, your Honor. 
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We offer the 1935 return purported to be a cer- 
tified copy thereof of the Yakima Holding Cox- 
poration just received from Mr. Winter. 

Mr. Winter: No objection. 

(Plaintiff’s identification ‘28’ (Income Tax 
return 1935 Yakima Holding Corporation) re- 
ceived in evidence and becomes Plaintiff’s ex- 
hibit 28.) 


[Printer’s Note: Plaintiff’s Exhibit No. 28 is 
set out at page 367 of this printed record. ] 


Mr. Cheney: That will be all for the present, 
Mr. Funk. 

Cross Examination 
By Mr. Winter: 

Q. When did the Yakima Holding Company sell 
its assets? Did you as liquidator sell the bank, or 
were the assets sold before you were liquidator? 

A. The Yakima Holding Company didn’t sell its 
assets—it hasn’t sold its assets, there are still some 
assets remaining to be liquidated. 

@. When did it sell its banking business? 

A. That was in August or September, 1935, I _ 
am not sure of that date—thats the way I recall it. 

Q. That was when you were with the Guaranty | 


Trust Company, at that time? - <A. Yes. 
Q. You had no connection with the bank at that 
time ? A. No. [56] 


Q. You don’t know what it sold at the time it 
sold its banking business? A, GNo: 
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Q. Or as to the assets it shows it owned at that 
time ? 

A. IJ have all the original records of the bank. 

Q. Have you the record of the assets which were 
sold when it sold its banking business? 

Ee YS. 

Q. Will you produce it for me? 

Mr. Cheney: Object to that as improper cross 
examination. There is no question over identity 
of the records. 

Mr. Winter: It has something to do with the ex- 
hibit which was introduced, Exhibit 24—Tf think I 
have no further questions. I wil! withdraw the 
question. 

(Witness excused. ) 


HOWARD NIMMONS, 


a witness called for and on behalf of the plaintiff, 
having been duly sworn, testified as follows: 


Direct Examination 

By Mr. Cheney: 

Q. You are connected with Drumheller and Ehr- 
lichman of Seattle. A. Yes. 

Q. And that Company in 1934 and °35 was 
known as Drumheller, Ehrlichman & White? 

A, Yes. 

Q. It’s the same company—only has changed the 
name [57] is that it? A. Thats correct. 
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Q. In 1934 Drumheller, Ehrhichman & White 
had a branch office in Yakima ? A. Yes. 

Q.. And that was run by Ross Spencer? 

A. Yes, 

Q. I believe you were subpoenaed by the Gov- 
ernment to bring what records you had in refer- 
ence to certain stock certificates. 

A. I have been unable to find certificate num- 
bers i our records— 

Q. Have you brought the original records you 
have in reference to any dealings you had at or 
about the time in question, which is April, 1935? 

A. Yes. 

Q. Will you produce them please? 

Mr. Winter: We asked for from November 15, 
1934. 

Mr. Cheney: There isn’t any. 

Witness (Handing document to counsel): That 
will cover the entire period. 

Q. Thats the complete account of the Yakima 
First National Bank? 

A. Yes, that is their complete account, all trans- 
actions. 

Mr. Winter: Covering the transactions of the 
Sunshine Mining Company stock? 

A. Yes, their complete account. - 

Q. In reference to Drumheller, Erlichman & 
White [58] in 1935 who was Edward Pocock ? 

A. He was the registered nominee for Drum- 
heller and White. 


United States of America 63 


(Testimony of Howard Nimmons.) 

Q. In other words stock was transferred into 
his name? Nae CCS: 

Q. And stock in his name was stock presum- 
ably belonging to and under the control of Drum- 
heller, Erlichman and White. ees: 

Q. Now, referring to identification 29, does that 
show your transactions—transactions of Drumbhel- 
ler, Erliichman and White with the Yakima First 
National Bank? A. Yes. 

Q. Now, at the same time do yon also have some 
records forwarded to you from the Yakima office 
showing receipt by Drumheller, Ehrhchman & 
White from the Yakima First National Bank of 
some stock from April 23, about that time, to April 
25th, 1935? A VES. 

Q. Will you produce that, also? 

(Documents produced and marked as identi- 
fication ‘30’.) 


Q. Now, does Identification ‘30’ show whatever 
records you have that shows the receipt—does it 
show all the the Sunshine stock you received——is it 
the only record you have showing the receipt of Sun- 
shine stock from the Yakima First National Bank 
during the month of April, 19352 

A. Yes, the only records we have. 

Q. Those three sheets represent al] the Sunshine 
[59] stock received by Drumheller, Ehrlichman and 
White so far as you know, during the month of 
fpril, 1935. 
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A. I can’t say as to that. As far as I know 
this represents 12,500 shares. 

Q. 12,500 shares? A. Yes. 

Mr. Winter: Isn’t the witness a little confused ? 
11000 shares is all that was sold. 

My. Cheney: 12,500 was received. 

Mr. Winter: But only 11,000 was sold, is that 
right ? 

Witness: Apparently some was sold back to the 
bank—I mean some was delivered back to the bank. 

Q. And the sheets, identification ‘29’ show all 
the stock you sold for and on behalf—sold for or 
bought from the Yakima First National Bank dur- 
ing the period of April, 1935. A. We: 

Q. And ‘30’ shows, so far as you know, the re- 
ceipt of the stock from the Yakima First National 
Bank, Sunshine stock in April, 1935. 

A. Yes. 

Q. And does account for 12,500 shares. 

A. Yes. 

Mr. Cheney: I offer these in evidence. 

Mr. Winter: <A few questions on voir dire, 
please. 


Questions on Voir Dire 
By Mr. Winter: 

Q. When you received the stock from the bank, 
the Sunshine Mining Company stock, did you is- 
sue a receipt for the stock? [60] 

A. That was issued to the bank— 

@. Do these records show the stock was re- 
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ceived here in Yakima, or does it show where they 
were received ? 

A. Yes, I believe it does. ‘‘Yakima, Washing- 
ton. Inclosed securities received by this office to- 
day’’. 

Q. Does your record show on whose account the 
bank was selling the stoek—whether for its own 
account or 

Mr. Cheney: Oh, I object to that 

Q. Decs that show to whose account the bank 
might have been selling the stock? A. No. 

Q. Your exhibit shows hundreds of transac- 
tions of Sunshine Mining Company stock in addi- 
tion to the 12,000 shares which we are talking 
about. 

A. Yes a number of other transactions of the 


Sunshine stock. 

Q. The account is Yakima National—Yakima 
First National Bank and no others. 

A. That’s right. 

@. Yakima First National Bank is the name 
of the account. A. Yes. 

Q. Who has your records now, your bank rec- 
ords, were they all sent over to Seattle? 

A. No, it is my understanding they were de- 
stroyed. 

Q. Do vou know Mr. Spenecer’s signature ? 

im Ys. 

@. You say in connection with the exhibit you 
did issue—when you received the stock vou issued 
a receipt for it. [61] A. Yes sir. 
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Mr. Cheney: He ecouldn’t know what Spencer 
did—it would be purely hearsay—he was not in 
Yakima, and I object to it. I also object that it is 
not a proper examination of the record JI have 
offered in evidence. 

Mr. Winter: We don’t want to hold Mr. Nim- 
mons over here and that is the reason why Mr. 
Cheney put him on more or less out of turn as his 
witness, and if I may at this time ask the witness 
to identify the signature of Mr. Spencer in the 
event he is not going to be available to find out 
where the original records, if he knows, might be. 

The Court: That is not proper voir dire exam- 
ination on ‘29’ and ‘30’. 

Mr. Winter: No, your Honor, we have no ob- 
jection to the exhibits. : 

Plaintiff’s identification ‘29’ (Ledger sheets 
of Drumheller, Ehrhichman & White acct. of 
Y.F.N.B.) admitted in evidence and becomes 
Plaintiff’s exhibit ‘29’. 

[Printer’s Note: Plaintiff’s Exhibit No. 29 
is set out at page 394 of this printed record. ] - 


Plaintiff’s identification ‘30’ (Receipt for 
S. 8. Mining Co. stock from Y.F.N.B.) re- 
ceived in evidence and becomes plaintiff’s ex- 
hibit ‘30’. 

[Printer’s Note: Plaintiff’s Exhibit No. 30 
is set out at page 413 of this printed record. ] 
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Q. This exhibit 29—does that show what stock 
certificates were sold for—any certain price? 

A. No, it does not. 

Q. From examining Exhibit 29 it is a fact, is 
it not, that based upon the dates of the receipt of 
the stock shown by Exhibit 30, that your judgment 
is based from this record the first of that stock sold 
commences [62] with the item of 1300 shares under 
date of the 231d of April, being the first date of 
a sale? 

A. That would be my judgment, yes. 

Q. What is the last date as near as you can tell 
—what date does that appear on—from your own 
knowledge of the books and records. 

A. Well, the last transaction appears to be on 
the 26th of April, 1935. 

Q. And the money those sales run up into is, 
roughly, $199,000 and some hundred dollars, is it 
not? A. Yes. 

Q. Do you know what the total of those figures 
are—didn’t you total them up, Mr. Nimmons? 

A. Iam afraid I don’t have the total—yes, the 
total is $199,000 some dollars. 

@. I believe in checking it over you fownd it 
was some $97 more than the figures in the com- 
plaint. A. Yes. 

@. That could be accounted for as I understand 
it by insurance, postage, and so forth. 

A. It might be, yes— 

@. Or transfer fees—transfer fee would ac- 
count for part of it? A. Yes, thats possible. 
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Q. Now, in reference to this sum of money did 
you remit to anybody for that stock? 

A. Yes, we remitted to the Yakima First Na- 
tional Bank. 

Q. Do you have the checks by which you made 
these remittances? [63] A. Yes. 

Q. Now, also, the ninety seven could, also, be 
accounted for, could it not, by some change in the 
date upon which some of these sale certificates were 
sold? A. Yes, that is possible. 

Q. Now, the checks you have in your hand rep- 
resent as near as you know the payment for the 
sale of stock shown in exhibits ‘29’ and ‘30’—as 
near as you are able to show. A. Yes. 

Q. And that same applies to the last one you 
have on here—dated May 2, 1935. 

A. Its possible that applies to somebody else— 
those represent check for all sold in this period. 

Mr. Winter: There is no issue they did not 
remit for all of the stock which they sold for the 
account of the bank. 

Mr. Cheney: You will admit this stock was 
sold by Drumheller, Ehrlichman and White for 
the account of the Yakima First National Bank and 
paid the bank for them? 

Mr. Winter: We admit the stock was sold thru 
the account of the Yakima National Bank, the 
stock having been delivered to the bank for that 
purpose and that purpose only as shown by the 
receipts issued by the Bank to be transferred. It 


United States of America G9 


Ciestimony of Howard Nimmens.) 

was paid thru the securities department of the 
Bank as were lots of other sunshine mining com- 
pany stock delivered to them for that purpose. [64] 

We know there was paid to the First National 
Bank on the 11,000 shares the amount alleged and 
there is no issue on that. We are going to object to 
all of the checks in view of the uncertainty of the 
testimony. (Referring to exhibit for identification 
marked ‘31’) 

Q. All of the Sunshine stock sold during the 
month of April, 1935, when sold the proceeds were 
remitted direct to the Yakima First National Bank 
by Drumheller, Ehrichman and White, after the 
receipt of the first stock by the Yakima office? 

A. Yes, the record indicates the checks were 
made payable to Yakima Jirst National Bank. 

@. And you have the record showing that fact? 

A. Yes. 

@. They were paid to the Yakima First Na- 
tional Bank. A. Yes. 

Mr. Cheney: That’s all. 


Cross Examination 
By Mr. Winter: 

Q. Let’s see if I understand it; with respect to 
this exhibit ‘29’—ean you state of your own know!- 
edge as to when and on the dates the stock ves 
sold which was delivered to you by the Yakima 
First National Bank, or does that exhibit show it 
precisely—show it to me—or point it ont to the 
Court. 
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A. No that is impossible from this statement to 
identify the certificates sold. 

Q. Well, the Yakima First National Bank con- 
ducted a securities department, didn’t they? 

A. Iam not aware of that. [65] 

Q. The exhibit shows there were hundreds of 
transactions in addition to the transactions in- 
volved—in addition to this 11,000 shares 

Mr. Cheney: I object to that as irrelevant. The 
exhibits speak for themselves. Its also argumenta- 
tive. 


The Court: This is cross examination. He is 
entitled to argue a little bit on cross examination. 

Q. Were you familiar with the First National 
Bank and all of its affairs? A. No. 

@. All vou are testifying to is as to the exhibits 
which are in your hands. I mean the files in your 
office made in due course of business. 

A. That is correct. 

@. <As to whether or not the Yakima First Na- 
tional Bank owned the stock or whether it was 
being sold thru their account for somebody else, 
vou wouldn’t know. 

A. No, it isn’t necessary for us to know that. 

@. And you have no record to show that. 

A. No. . 

Q. Do you have an account for the Yakima 
Holding Company ? A. No. 

Q. And you issued your receipts, as I under- 
stand, it is your practice and custom to issue re- 
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, eeipts for the stock you received for sale for cus- 


' tomers. A. Yes. 


Mr. Cheney: I object to him asking the witness 
| for hearsay. What was done by the Yakima oifice 
when he [66] wasn’t there— 
Witness: That was the practice. 
Q. Did you use the same form of receipt? 
A. Not necessarily. 
} Q. Were you familiar with the form of receipt 
issued in 1935 by the firm of Drumheller, Ehrlich- 
) man & White? ve aim: 
Mr. Winter: This may not be proper cross ex- 
amination— 
| Mr. Cheney: Go ahead. 
| Q. I show you what has been marked for iden- 
tification Government’s Exhibit ‘A’— 
| The Court: How long were you with the Drum- 
| heller firm? 
| A. For over twelve years. 
@. You were there at the time these transactions 
| took place? A. Yes. 
@. What was your position there? 
A. I was a bookkeeper at that time. 
Q. Were you familiar with the practice of the 
} Drumheller firm as to handling these accounts? 
A. Yes. 
Q@. Was there a uniform practice as between 
) the various offices in Yakima, Tacoma and Seattle 
fa similar bookkeeping system set up for each 
office ? 
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A. Yes, we have a number of offices and the 
practices were similar. 

@. You did handle accounts for banks which 
had a securities department. A. “Ves. 

Q. You had an account with the First National 
Bank [67] of Seattle? 

A. J don’t reeall that. 

@. Do you remember any particular bank that 
handled the sale of certificate? 

A. Yes, the Pacific National Bank for one. 

@. In your system of keeping books do you 
make any distinction as to who owned the stock or 
whom the bank is representing—is there anything 
in your books that shows that? 

A. Very often the title of the account would be 
‘Pacific National Bank, Trustee’—or Trust account 
so and so, Pacific National Bank. 

@. Would that indicate any particular refer- 
ence to the particular customer of the Pacific Na- 
tional Bank you were dealing with? 

A. No. We would have an account with the 
Pacific National Bank which we understood was 
their own account, then in addition to that we 
would have these Trustee accounts. 

@. ff it wasn’t a trustee account was that an 
indication that 1t was the property of the bank 
itself ? 

A. Well, that would be the assumption, yes. 

@. You had no way of knowing? 

A. No, we had no way of knowing if we were — 
not informed. 
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Q. (By Mr. Winter): I will show you what 
has been marked for identification ‘Defendant’s 
Exhibit A’, and ask you whether or not you are 
familiar with Mr. Spencer’s signature. 

A. Yes, that appears to be his signature. [68] 

Q. IL will ask you whether or not—those appear 
to be photostatic copies of what? 

A. Of receipts—securities receipts. 

Q. They are Drumheller, Ehrlichman & White’s 
usual form of receipt? 

A. Yes, this is the form used in a number of 
offices. 

Q. And that is Mr. Spencer 

A. Mr. Spencer’s signature, ves. 


Q. Now, taking what has been marked defend- 
an’s identification ‘A’ and checking it with your 
exhibit showing the receipts of stoeck—(P. Ex. 30)— 
I will ask vou to state to the court whether or 
not 


Mr. Cheney: Now I object to the interrogation 
as to an alleged photostatic copv of something—Mr. 
Spencer, Ross Spencer, the gentleman involved 
there, lives in Yakima, has an office in Yakima 
there has been no notice served on us to produce 
any original document—there has been no sub- 
poena and I object to the interrogation. 

The Court: Its rather difficult for me to pass 
upon a question when you don’t give him a chance 
to ask the question. He asks two or three words— 
Se-aia 1 wll ask you to state to the court——’ — 
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there is nothing objectionable in that so far. Ob- 
jection overruled. 

Q. Will you please explain to the court whether 
or not your exhibit, plaintiff’s exhibit 30, which is 
what you call ledger sheets or receipts— 

A. That is what we call a letter of transmissal. 
With this letter would be the securities sent to the 
[69] Seattle office. 

Q@. Where is that letter sent from, Exhibit 30? 

A. From Yakima to our office in Seattle. 

@. What does the transmissal letter show? 
What was the general practice 

Mr. Cheney: I object as to what was the gen- 
eral practice— 

Mr. Winter: I withdraw that question—I said 
what does the exhibit show with respect to the re- 
ceipt of stock? 

A. It says ‘‘Inclosed securities received by this 
office today—2500 Sunshine mining stock—Yakima 
First National Bank—certificates 20380 to 2062, in- 


clusive’’ they are merely transmitting those securi- | 


ties to Seattle. 

Q. Would the receipt for the stock cover the 
same information? 

A. Yes, that was the practice. 

Q. I want you to check that information on 
that exhibit with the exhibit 29 and tell the Court 
whether or not it shows the same information. 

Mr. Cheney: I object to him testifying as to 


United States of America (6) 


(Testimony of Howard Nimmons.) 
some proposed exhibit until it 1s received in evi- 
dence. 

Objection overruled. 


Mr. Winter: Are you objecting because this is 
a photostatic copy—is that the basis of it? 

Mr. Cheney: Certainly it is. I will make a de- 
mand on you to produce the original— 

The Court: I want to get all the information I 
ean on this and I want you gentlemen to get all the 
information you need. If it is improper I will dis- 
regard it. This witness wants to get back to Se- 
attle. Let’s get the testi- [70] mony in and then we 
ean argue the admissibility afterward. 

Q. What does the proposed exhibit—the first re- 
eeipt shown on the exhibit—what does that show? 
Does that show the same information as shown on 
the first sheet of Exhibit ‘29’? 

Mr. Cheney: Object to that 

Objection overruled. 


| A. No, it doesn’t show the same information 
for the reason the certificate numbers are different. 
“You will probably find that these are in the names 
mentioned in the previous testimony and that these 
are in the name of Edward M. Pocock. It was the 
practice at that time hefore sending securitics to 
‘Seattle to have them transferred to the name of 
‘our nomince. 

Q. The letter of transmissal of April 16 covers 
2500 shares. A. Yes. 
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Q. The receipt 6519 in defendant’s proposed 
Exhibit ‘A’ covers 2500 shares. A. Yes. 

Q. The receipt is dated April 16, and the letter 
of transmissal April 16. A. Yes. 

@. The name of the account is the Yakima First 
National Bank in each. A. Yes. 

Mr. Cheney: I object. The record speaks for 
itself, and not try to read an inadmissible docu- 
ment into the record. [71] 

The Court: You ean’t decide a case of this kind 
by just having the bare record. Some explanation 
is needed. Both sides feel free to explain as they 
go along in presenting the case. You gentlemen 
having been thinking of this case for a long time 
and its hard enough to keep up with you with 
explanations let alone without explanation. 

Mr. Winter: My purpose is to explain the dif- 
ference in the security numbers and tying up the 
exhibits while the witness is here. 

@. Now, referring to the letter of transmissa] 
dated April 25, 1935, and the proposed Defendant’s 
Exhibit ‘A’ of April 25, do they, or not, both cover 
five thousand shares of Sunshine Mining Company 
stock ? 

A. Yes, they do, which was received from the 
Yakima First National Bank. 

®. However, the receipt shows the number cer- 
tificate 424 and the Exhibit 29 shows Wn215. 

A Wes 

@. The same explanation with regard to put- 
ting it into the street name before transmissal. 
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A. Yes. 

Q. Now, with respect to the second reecipt 
shown on defendant’s proposed exhibit ‘A’, receipt 
dated April 23, 1935, where the letter of transmissal 
is dated April 24. 

A. That would be possible in as much as the 
stock in transmissal was probably delayed a day. 

Q. Does Exhibit 29 show the same information 
as to who it was received from, the number of 
: shares, except the difference in certificate number 
as you previously [72] explained ? 

A. Yes. 

Q. You don’t keep the original receipts—they 
-are given to the person from whom you receive the 
stock. A. Yes. 

You keep a copy of the receipt. 
Yes. 

Do you know where they are? 
They were in the Yakima office. 
You don’t know other than that. 
No. 


POPOPO 


Re Direct Examination 
By Mr. Cheney: 

Q. You have no personal knowledge of whether 
any receipt was given in Yakima to anybody on 
the shares of stock in front of you in that exhibit. 

A. Only by what the receipts show on them. 

Q. You have no knowledge whether or not, if 
there was a receipt, whether it is even in existence 
or not, of vour own knowledge. 


x 
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A. Thats true. 

Q. What you have testified to is this—that was 
the practice and should have been followed in 
Yakima. A. Yes, that is all I can say. 

@. You were in Seattle. A. Yes. 

@. Now as to whether or not the identification 
Mr. Winter had in his hand and the exhibit you 
have in front of you are similar or not—you are 
limited as to what [73] appears on the face of the 


two exhibits. A. Yes sir. 
Q. You have no knowledge at all other than 
what appears on there. A. Thats right. 


Q. Now, identification ‘32’ is what? 

A. These are copies of the sales invoices of the 
Sunshine Mining Stock sold by the Yakima First 
National Bank. 

@. Sold by you, or Drumheller, Erlichman & 
White—sold by whom? 

A. Sold by the Yakima First National Bank to 
or thru Drumheller, Erichman and White—that’s 
just my way of stating it—from the period of April 
23, 1935, to April 26, 1935. 

(). Those are the regular receipts kept by Drum- 
heller, Ehrlichman & White in the ordinary course 
of business? 

Mr. Winter: He said copies of receipts. 

Witness: These are not copies of receipts— 
these are copies of invoices. 

@. Made in the ordinary course of business? 

Ae es: 


———— - 
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Q. The copies you have in your hands are the 
copies kept by Drumheller, Erlichman & White in 


the regular course of business. A. Yes. 
Q. And constitutes your record upon that orig- 
inal transaction. A. Yes. [74] 


Mr. Cheney: I offer this in evidence. It ties 
into exhibit ‘29’ by giving the price per share of 
each sale as it went along. | 

Mr. Winter: Voir dire. ; 

Q. What does ‘as agent’ mean on the proposed 
exhibit, if you know? 

A. We were acting as agents—we didn’t act as 
principal. In other words, we were just the broker 
in the action, we acted as agent in the transaction. 

Q. Now, if I understand you correctly these are 
copies of —— A. Of the original invoices. 

Q. Billed to the Yakima First National Bank— 

A. Yes. 

Q. For purchases by you or thru you. 

A. These are the sales figures. 

Q. Does that cover all of the Sunshine Mining 
Company sales—— 

The Court: From April 23rd to April 26. 

Q. They don’t cover any sales prior to April 
23rd or after April 26th? 

A. No, these are the posting media for posting 
accounts. 

Q@. When they are posted in the ledger sheet 
then these are destroyed ? 

A. No, thev are filed away for a period of time. 
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Q. Have you other copies of Exhibit ‘32’ cov- 
ering other periods? 

A. No, I don’t have them with me. [75] 

@. On each sale of stock for the Yakima First 
National Bank there would be a similar sheet in- 
voice made out, would there? A. Yes. 

Q. No different than this you have here cover- 
ing the other periods. 

A. I would want to examine them to say defin- 
itely. These are the only ones I examined. 

@. But it is the usual custom. 

A. That would be the practice, yes. 

@. You know no reason why it wouldn’t be the 
same. A Nia 

Q. I think you did say that an invoice would be 
made for each one of the transactions shown on 
exhibit 29. 

A. Yes, for each purchase and each sale. 

@. An invoice similar to what has been marked 
identification ‘32’? A. Yes. 

Mr. Winter: If the Court please I object to 
the introduction of exhibit ‘32’ on the ground it | 
doesn’t contain all of the sales tied up with Ex- 
hibit 29. I think we are entitled to all of them. 

The Court: You have a right to get whatever 
records you want—one side can pick cut some rec- 
ord and the other side pick out others. If it is 1m- 
portant why can’t you ask him to get together to- 
morrow the others you want and fetch them over— 

Mr. Winter: J think in view of his testimony 
there were similar records [76] 
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The Court: The figures are all on ‘29’—it may 
be admitted. 

Plaintiff’s identification ‘32’ (invoice of sales 
for Y.F.N.B. by Drumheller, et al.) admitted 
in evidence and becomes Plaintiff’s Exhibit 
eae. 

| Printer’s Note: Plaintiff’s Exhibit No. 32 
is set out at page 417 of this printed record.] 


Mr. Winter: Of course the bank has the orig- 
inal of these. They are objectionable on the further 
ground they are not the best evidence—the bank has 
the originals. 

The Court: That doesn’t necessarily make them 
objectionable. These are merely supporting docu- 
ments of the ledger sheets there. 

Mr. Cheney: That is all for this witness. So far 
as I am concerned he may be excused. 

Witness Excused. 


H. F. CRAWFORD, 


a witness called for and on behalf of the plaintiff, 
having been duly sworn, testified as follows: 


Direct Examination 
By Mr. Cheney: 
Q. Your name is H. F. Crawford ? 
~ Yes sir. 


@. Where do you live? A, In Viekkimear 
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Q. How long have you been in Yakima? 

A. Thirty years. 

Q. What is your present occupation? 

A. Banking. 

Q. With what concern? 

A. The National Bank of Commerce. [77] 

@. In what position? A. Assistant cashier. | 

Q. In 1934 were you connected with the Yakima | 
First National Bank? A. Yes, I was. 
QQ. In what capacity? A. Cashier. 


@. I hand you plaintiff’s Exhibit 19 and will 
ask you if the signature in the lower right hand 
corner 1s your signature ? A. Yes, it is. 

Q. Will you state, Mr. Crawford, as to when 
and where you signed that Exhibit ‘19’. I 
_ <A. To the best of my recollection it was signed 
on or approximately on the date the letter was writ- _ 
ten. 

Q. What date is that? 

A. December 12, 1934. 

Q. Where was it signed by you? 

A. At the office of the Yakima First National 
Bank. 

Q. In Yakima, Washington? 

A. In Yakima. 

Q. Who brought the letter to you to have you 
sien it for the bank? 

A. Mr. Hardy, the president at that time and | 
Mr. Bradshaw, as I recall it, accompanied him— 
they were both present. 
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Q. You are referring to R. M. Hardy? 
Pp. Yes. | 
Q. Who was president of the Yakima First Na- 


tional Bank. A. Yes. 
Q. And Mr. Bradshaw was the other gentleman 
who signed [78] the same letter. A. Yes sir. 


Cross Examination 
By Mr. Winter: 


| 
| Mr. Cheney: You may examine. 
Q. What connection did you have with the Ya- 


kima Holding Company? A. No connection. 
@. Did you own any stock in the Yakima Hold- 
ing Company? A. Yes, at that time I did. 
Q. You were not an officer of the company ? 
A. No. 
Q. Were you a director? A. No sir. 
Q. You were cashier of the Yakima First Na- 
tional Bank, is that right ? A. Yes. 


Q. The Yakima Holding Company owned sub- 
| stantially all of the stock of the bank at that time? 
pA. Yes. 

Q. As a matter of fact 4800 shares out of five 
thousand. A. That is approximately correct. 
| Q. Mr. Hardy was president of the Yakima First 
| National Bank and also president of the Yakima 


Holding Corporation. A. Yes sir. 
Q. Mr. Bradshaw was an officer of the bank, was 
| | he? A. I think not—he was a director. 


Q. Officer of the bank and secretary of the Ya- 
kima Holding Company. [79] A. Yes sir. 


} 
| 
1 
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Q. When you say to the best of your recollection 
you signed the letter about the date it bears, are 
you in the habit of signing letters on some other date 
than the date it bears? 

A. Not my customary practice, no. 

Q. Did you receive the letter in the mail or was 
it handed to you? 

A. I stated I believe it was handed to me by Mr. 
R. M. Hardy, the president. 


Q. And Mr. Hardy told you to sign it? 

A. He asked me to sign it. 

Q. There was no further discussion about it? 

A. After having read the document I signed it. 

Q. You just signed it then what did you do with 
it? A. J handed it back to Mr. Hardy. 

Q. Where was the bank—next door to the Hold- 
ing Company? A. Yes. 

Q. Did Mr. Hardy bring you any other document 
to sign at that time? A. No sim 


Q. Was it customary for Mr. Hardy to bring 
you documents and tell you to sign them ? 

A. Oceasionally during transaction of bank busi- 
ness. 

Q. Yours wasn’t to ask how or why, is that right@ 

A. Well, I had knowledge 

Q. You had knowledge of it but you didn’t ask 
or question the transaction ? A. No. [80] 

Q. You didn’t have anything to do with the tran- 
saction. 

A. I was not instrumental in its performance. 


— 
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Q. After the transaction was completed there 
was nothing in the records of the Yakima National 
Bank to show that the bank owned the stock, was 
there? A. No. 

@. And never has been there. 

A. I think not. 

@. Were you with the Yakima First National 
Bank when its assets were sold or when its business— 
banking business was sold? 

Mr. Cheney: Object to that as not proper cross 
examination. 

The Court: It is improper cross examination. 

@. I think you stated to the best of your recol- 
lection it was signed about that date—do you have 
any independent recollection of the transaction ? 

A. Something with which to identify the date 
you mean ? 

Q. Yes. A. No, I don’t. 

Q. When was the substance of the letter first 
brought to vour attention—at that time? 

A. No, I had knowledge of its proposed carrying 
out of those plans and program. 

Q. How long before? 

A. I don’t know. Several weeks I would sav. 
It had been discussed by the directors and officers. 

Q. Can you say of vour own knowledge the let- 
ter was dated upon that date, or in 1935—I don’t 
want you to [81] refresh your recollection or refer 
to the letter—you say you have an independent re- 
collection about it. 
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A. If I had signed that letter on a date far re- 
moved from the date indicated I would have noted 
on the letter the date of my having signed the same. 

@. Thats all you have to say about when you 
know you signed the letter—is by what it shows? 

A. Except as I say 

®. That is all you knov 

Mr. Cheney: I submit the witness has a right to 
finish his answer. 

A. Except as I say had the date been far re- 
moved from December 12, 1934, I would have made 
a notation on it regarding the date. 

@. You don’t know, as a matter of fact, it was 
dated at all when vou signed it, do you? 

A. Except for the fact its customary to date a 
letter. 

@. You are just basing it on the fact its cus- 
tomary to date a letter. A. Yes. 

Q. You don’t recall of your own independent 
recollection that it was dated. 

A. Of the thousands of letters I signed I don’t 
suppose I could tell you what were dated and what 
were not. 

Q. You couldn’t state to this Court of your own 
knowledge that this letter was dated when you 
signed it, could you? [82] 

A. I don’t believe there was any variation 

Q. You don’t know of your own knowledge it 
was dated at the time you signed it? 


: 
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A. I believe it was dated. 

Q. Well, do you know it, Mr. Crawford ? 

A. Yes, I believe it was. 

The Court: You were not an officer of the Hold- 
ing Company? 

A. No sir. 

Q. Mr. Hardy was president of the bank and 
president of the Holding Company? 

fee that’s correct. 

Q. Who was vice president of the bank? 

A. Mr. Alex Miller, I believe. 

Q. Was he connected with the Holding Com- 


pany? A. Yes. 

@. What was his connection with the holding 
company ? 

A. Director, as I recall it. 

Q. Who was cashier of the bank? 

A. I was cashier of the bank. 

Q. Was there more than one vice-president in 


the bank ? 
Yes, Mr. L. R. Rightmire was vice president. 

Q. Was he connected with the Holding Com- 
panv? A. Not as an officer. 

@. As a director? 

A. I believe he was a director. 

Q. You were the only officer of the bank that 
was not an officer of the Holding Company ? 

A. That is correct. Well, there were other junior 
[83] officers. 


a 
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Re-Direct Examination 
By Mr. Cheney: 

Q. I will put the question this way: looking 
back in your memory as to about the time that Mr. 
Hardy and Mr. Rightmire came to see you to have 
the letter signed reciting the details of the transac- 
tion between the Yakima First National Bank and 
the Yakima Holding Corporation—what would be 
your recollection as to the time of year and the 
year in which that was? 

Mr. Winter: I object on the ground it is im- 
proper redirect examination. ‘The witness didn’t 
testify as to Mr. Rightmire. 

Mr. Cheney: I mean Mr. Bradshaw and Mr. 
Hardy. 

Mr. Winter: Its not proper redirect examina- 
tion. 

The Court: He testified on direct examination it 
was signed that day, the 12th day of December. I 
think on re-direct he is entitled to go into the mat- 
further. Objection overruled. 

A. I believe it was several weeks prior to the 
time I signed this letter. 

Q. What is your independent recollection what 
time of year was it you signed the letter and what 
vear ? A. In December of 1934. 

Q. Do you knw approximately the time the Sun- — 
shine stock had been listed for sale on the stock 
market? A. I don’t recall the date. 

@. You remember the occasion? 
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A. Oh, yes. [84] 

Q. When in your recollection did that occur— 
in what year? 

Mr. Winter: That is objected to—— 

Mr. Cheney: I’ll withdraw the question. 


Re-Cross Examination 
By Mr. Winter: 

@. You say your best recollection is it was signed 
in December, 1934. A. 734, 

Q. How long before the bank sold its assets 
would you say it was before—how long before the 
bank sold its business would you say it was vou 
signed the letter? 


A. About six months, I believe. 

Q. Six months? A. Approximately. 
Q. When did the bank sell its business? 
ein 1935. 

Q. 


It was shortly before the bank sold its busi- 
| ness you signed the letter? 

A. Approximately six months. 

Q. Do you know when the bank went into 
liquidation ? 

A. No, I don’t reeall the date. 

@. You left the bank and went with the Na- 
tional Bank of Commerce? A. Yes. 

Q. When did you go to work for the National 
| Bank of Commerce? 
Pe (tewas in June of 1935. 
| Mr. Winter: That’s all. 
| (Witness excused.) [85] 
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Mr. Cheney: At this time I would like to offer 
Exhibit ‘*19’’ in evidence unlimited, and not limited 
as your Honor did at first. Your Honor said there 
was a question of date and now I ask that it be 
admitted generally, unlimited. 

Mr. Winter: I object on the ground it isn’t 
shown to have been signed and dated on the date it 
now bears. The witness testified he had no inde- 
pendent recollection but thinks it must have been 
signed—— 

The Court: There never would be a letter ad- 
missible in the world if that was any argument 
worth while. I will overrule the objection. It in- 
sults the intelligence of the Court to make an argu- 
ment like that. If you ask me if I signed a cer- 
tain letter on a certain date several years ago, I 
couldn’t say. We have to have some reliance on 
people when they say they think it was signed on 
such and such a date. 

(Whereupon Court adjourned to convene at 
9 A.M. the following morning, at which time, 
all parties present the trial proceeded at fol- 
lows :) 


Mr. Winter: I would lke to make a demand in 
open Court on Mr. Funk to produce those receipts 
as liquidator of the Yakima First National Bank, 
a part of his records, of which Government’s Ex- 
hibit ‘‘A’’ is a photostatic copy. 

Mr. Cheney: In the very short period of time — 
we have, we will attempt to do it. 
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(The above demand by Mr. Winter was 
made just [86] immediately following the 
Court’s announcement of adjournment and pre- 
ceding the Bailiff’s formal announcement of 
same. Reporter.) 


ROBERT M. HARDY, 


a witness called for and on behalf of the plaintiff, 
having been duly sworn, testified as follows: 


| Direct Examination 

_ By Mr. Cheney: 

Mr. Hardy, you reside in Yakima? 

Yes sir. 

What is your present occupation ? 

President of the Sunshine Mining Company. 


OPore 


And do you have any present official connec- 
| tion with either the Yakima First National Bank 
or the Yakima Holding Company? 

A. The Board of Directors of the Yakima First 
| National Bank have been connected as a kind of 
| advisory committee of the liquidator, or to the 
liquidator, I should say. 

Q. And you are a member of that Board of Di- 
rectors? A. That’s right. 

@. And I suppose you have continued as a sort 
of ex-officio president of that board of directors? 
A. Well, I really acted as chairman when I was 
-here. I don’t think I attended but one meeting this 
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last year. I don’t know how many they had, I have 
been out of town. 

Q. In addition to the Sunshine Mining Com- 
pany are you familiar or connected with the Bank 
of Commerce? [87] 

A. Director of the National Bank of Commerce 
in Seattle. 

Q. Now, going back to the year 1934, in August 
of that year, were you connected with the Yakima 
Holding Company ? A. Yes sir. 

@. In what capacity were you connected with it? 

A. President and director and member of the 
executive committee. 

@. Now, can you tell us who were the other 
officers of the Yakima Holding Company ? 

A. Mr. Alex Miller was vice president—Mr. 
George H. Bradshaw was secretary and Mr. A. E. 
Larson was before his death was treasurer. 

@. Who succeeded Mr. Larson as treasurer? 

A. I don’t remember that. 

@. Who were the executive officers of the Ya- 
kima First National Bank? 

A. J was president of the Yakima First Na- 


tional Bank, Alex Miller, Mr. A. E. Larsen, Mr. L. | 
R. Rightmire, and Mr. Joe L. Clift were vice presi- | 


dents, Mr. Crawford was eashier. Mr. Bradshaw 
wasn’t connected with the bank as an officer—he 
was director and member of the executive com- 
mittee. 

@. Mr. Larson died in June, 1934? 


= 


oF 
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A. That’s correct. 
Q. Now, in August, 1934, did the Yakima Virst 


{ 


National Bank take any action in reference to ac- 


quiring, purchasing or otherwise, dealing with Sun- 
shine Mining Company stock ? A. They did. 

Q. What was that action? [88] 

A. They purchased 7500 shares of Sunshine Min- 
ing Company stock. 

Q@. Now, who handled the transaction and how 
was the transaction handled? 

A. There were two transactionss, one was the 


purchase of five thousand shares, the other was 


the purchase of 2500 shares. The purchase of the 
five thousand shares was purchased from Grande 
Stolle & Company. 

Q. Just so the record will be clear, Alex Miller 


' had executed a contract to sell ten thousand shares 
to Grande Stolle. A. That is eorrect. 


Q. And the bank purchased five thousand shares 
from Grande Stolle. A, That is correct. 

Q. Was the five thousand shares they purchased 
from Grande Stolle the five thousand they had con- 
tracted from Alex Miller? A. That is correct. 

Q@. And stock certificate No. 69 for five thousand 
shares transferred to the name of Yakima National 


| Bank, is that the five thousand shares that was 


bought from Grande Stolle? (Exhibit ‘'5’*.) 
A. That is the certificate, being certificate Wn 
69. 


Q. Now, just a little further on that five thous- 
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and transaction, Mr. Hardy, who represented the 
bank in making that purchase ? A. I did. [89] 

@. The price was how much? 

A. Hight dollars. 

Q. How as the transaction handled—who was 
buying it and paying for it in August? 

A. The money was furnished by the Yakima 
Holding Corporation which, in reality, was bor- 
rowed from the bank. 

@. What do mean by ‘‘in reality’’—was it a part 
of the transaction ? 

A. Yes, I might explain, about that time the 
Yakima Holding Company came into some funds. 
They had a loan of the bank which they naturally 
would pay off but they really sold this stock so the 
transaction could be handled. 

Mr. Cheney: I don’t know if that is very clear. 
To bring that to a specific head—on or about Au- 
gust 17, 1934, you personally paid to the Holding 
Company the sum of $75,000. 

A. That’s correct. 

@. You paid back a loan that you, yourself owed? — 

A. That’s correct. 

@. And at that same time the Holding Company 
was indebted to the bank in an amount approxi- 
mately $60,000? 

A. Mv recollection is $50,000. 

The Court: The forty thousand they got from 
the sale of this stock came from your personal loan ? 

A. Yes. 
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Q. (Mr. Cheney) Now, in reference to the 2500 
shares of stock that was also bought on or about the 
[90] same time—how was that transaction handled ? 

A. Mr. Bradshaw was authorized to purchase 
| that on the open market. 

Q. Now, Mr. Hardy, in whose—— 

The Court: Mr. Bradshaw was Secretary of the 
Holding Company. Ae Uliat Ss eorrect. 

Mr. Cheney: Q. He was authorized to buy that 
stock by whom? 

A. By the executive committee. 

Q. Of 

A. The Yakima First National Bank. 

Q. Now, at the time that stock was purchased, 
both the 2500 and the 5000 shares, what agreement. 
or understanding was there existing between the 
Yakima First National Bank and the Yakima 
Holding Corporation in reference to how the stock 
| was to be handled, cared for or kept—— 
| Mr. Winter: We will object to that question as 
| not the best evidence. If there was such an agrec- 
ment and it was in writing we want to know. 


The Court: Sustained. 
Q. Was there any written agreement made in 
August? 
A. There was no written agreement made as to 
the 7500 shares in August. 
| Q. What was the agreement between the bank 
and the holding company in August ? 
Mr. Winter: Who was present 
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Mr. Cheney: He said the executive commit-_ 
tee. [91] 

Mr. Winter: If the executive committee kept 
minutes we think the minutes are the best evidence. 
Ave there any minutes of the executive committee? 

Mr. Cheney: There are no minutes. 

My. Winter: Let’s find out who was present-—- 

The Court: That isn’t a matter going to the ad- 
missibility of the evidence. That is a matter you 
ean bring out on cross examination. 

Question Read: “What was the agreement 
between the bank and the holding company in 
August ?’’ | 

A. Well, the stock was in my possession-—our 
agreement as to losses, 1f there was a loss, it was to 
be the bank’s loss. The Holding Company was to 
get the dividends on the stock while it was being 
held. The Sunshine Mining Company was paying 
pretty good dividends, and they did receive those 
dividends. 

Q. Was there any discussion at that time as to | 
probably or possibly there might be a write up in- 
addition to that? 

A. Yes. Nothing was said at that time as what 
that would be, but the holding company would get 
a write up on the stock for having—loaning us the 
money. 

Mr. Cheney: ‘Plaintiff’s identification *'33’’ is the 
same ledger that was introduced in evidence yes- 
terday as Exhibit ‘‘12”’, and I am marking a spe- 
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cific page of notes payable to the bank showing the 
indebtedness of the Holding Company to the bank. 
We offer identification ‘‘33’’. 
Mr. Winter: No objection. [92] 
[Printer’s Note: Plaintiff’s Exhibit No. 33 
is set out at page 436 of this printed record. ] 


Mr. Cheney: The Bills Payable show that in 
August the indebtedness of the Holding Company 
to the Bank was somewhere between the figures of 
$59,000 and $50,000 

Mr. Winter: It should also be pointed out to the 
Court the account was not paid until September, 
1935, and further call your Honor’s attention there 
has been carried a further debt of $60,000, notes 
payable, prior to 1932 

| Mr. Cheney: I think Counsel can’t read very 
well. The account was closed out in June, 1935, and 
re-loans were made—— 

Mr. Winter: I say the account was still sixty 
| thousand dollars in September. 

Mr. Cheney: I may state the interest was paid 
_by the Holding Company to the bank upon the in- 
debtedness. 

Q. Mx. Hardy, in approximately 1930 there had 
been a consolidation of the Yakima National Bank 
| and the First National Bank which was ealled the 
| Yakima First National Bank. A. Yes sir. 

_ Q. Now, at that time, what was the financial 
situation of the First National Bank of Yakima? 
| A. Well, I was told by the Reeeiver—the Na- 
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tional Bank Examiner—that unless something was 
done about it we would have to be closed, and he 
urged us to take over the bank. 

@. In the process of consolidation did the 
Yakima First National Bank take into its assets 
some considerable questionable securities? [93] 

A. That is correct. 

The Court: Which bank were you with? 

A. The Yakima National Bank and they wanted 
us to do something about the First National Bank. 

@. When he was talking to you he was talking — 
about the First National? 

A. Yes, that was Mr. Harris at San Francisco. 

Mr. Cheney: Q.. And prior to this consolidation 
when you absorbed the First National, and then be- 
came the Yakima First National Bank, was Mr. 
Alex Miller an officer or director of the Yakima Na- 
tional Bank? A. No sir. 

Q. Was he an officer or director or stock holder _ 
of the First National Bank? 

_A. He was a director, and I believe vice presi- 
dent. 

@. And had stock in it? 

A. Yes. One of the large stockholders. 

Q. Now, at the time of the consolidation was the 
Yakima First National Bank given any assurance 
by the National Banking Department as to how 
long the Department would give the new consolida- 
tion to work out the questionable assets taken over 
by them? 
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A. We were very definitely told we could have 
five years to work it out. 

Q. Now, after the consolidation was made what 
attitude did the banking department then take? 

A. Unfortunately Mr. Harris died and they got 
a new chief national bank examiner and they began 
to [94] pour on the heat to clean things up. 

Q. Was there some pressure upon you to have 
the Yakima First National Bank enter into a pre- 
ferred stock arrangement with the Reconstruction 
Finance Corporation ? A. Very definitely. 

Q. How much? 

A. Two Hundred Thousand Dollars they wanted 
us to take, and J think I was communicated with 
at least every two weeks about, usually by long dis- 
tance phone. 

The Court: Myr. Harris died in 1933? 

A. I don’t just remember but it was somewhere 
in that picture. Mr. Cook back there can probably 
tell you but it was somewhere in ’33. In fact, Mr. 
Cheney, we finally made application for that $200,- 
000 and the application was granted. 

Q. Did you, as president of the bank, and the 
bank itself, desire to take on the preferred stock 
arrangement ? 

A. No sir, the directors were uniformly opposed 
to it. 

Q. What was the inciting cause of the bank 
buying the original 7500 shares of stock ? 
| A. Jt was the suggestion, first, of Mr. Alex 
‘Miller. 
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Q. Now, after that did the bank make any ef- 
fort to buy other shares of stock? 

A. Yes, it was decided, and really proposed by 
Mr. Miller, that we would try to get thirty thousand 
shares. 

@. Of what? A. The option stock. 

Q. Now, these options of steck, explain briefly 
[95] to the reecord—referring to options of stock in 
1934. 

A. Grande Stolle & Company, working through 
a New York firm, that is, they were to handle the 
listing, proposed to the Sunshine Mining Company 
and its stockholders that they would list the stock 
on the New York Stock Exchange, pay all the ex- 
penses, provided they could get options on Sunshine 
stock and forty thousand shares of what they called 
‘“‘contract stock’’—they contracted to buy this by 
payments along through the time, and the prices 
were definite—that contract stock which they took 
—pardon me—that contract stock was $5.8214, and 
the option stock which they took an option on until 
December 12, 1934, was at a price of $6.90. 

Q. And they contracted, options and contracts 
of approximately how much of Sunshine stock ? 

A. It was in excess of two hundred thousand 
shares. | 

Q. After the Board of Directors decided to ob- 
tain options on thirty thousand shares of stock of 
Grande Stolle, did you attempt to secure that stock ? 

A. Just one correction—it was the executive 
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committee that authorized this. Yes J did. I took 
it up with Mr. Stolle and he took it up with their 
New York connections. 

@. Were you able to get the stock on that basis? 

A. No sir. 

Q. Now after that was there another transaction 
initiated for the bank to buy some more Sunshine 
stock ? 

A. There was in December. It run along through 
November and finally culminated in December. [96] 

Q. What was that transaction? 

A. That was a transaction with Mr. Alex Miller. 

The Court: You say you couldn’t get any, and 
wanted to get some thirty thousand—didn’t this 
5000 come out of these $5.32 options ? 

A. They did not in this way—we purchased five 
thousand shares outside—what we were attempting 
to do was to get an assignment thereof and pay them 
the difference between what they were paving for it 
and the market price. 

Mr. Cheney: Q. The attempt to get the thirty 
thousand was after you bought the five thousand. 

A. Yes, my recollection is the five thousand was 
bought in August, and it was around in October we 
were attempting to get the thirty thousand. 

Q. Now, let’s come down to the transaction with 
Alex Miller, the initiation of that in November 1934 
—how was that transaction commenced ? 

A. Well, Mr. Miller felt quite an obligation to 
the Yakima First National Bank because he 
had—— 
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Mr. Winter: I object to the witness 
Objection sustained. 


Q. Just go ahead and tell what Mr. Miller did 
at that time. 

A. Well, any way he wanted to get the bank in 
better shape and offered to trade five thousand 
shares 

Mr. Winter: I object to what he offered because 
the offer is already in evidence. 

Q. Prior to the time the trade transaction arose 
[97] was there a sale—or sale negotiations with Mr. 
Miller or by Mr. Miller with the bank? 

Mr. Winter: We submit if there is a document on 
file, a written agreement, the agreement is the best 
evidence of what was done—he is asking for con- 
versations with a deceased person. 

The Court: There is only one theory on which I 
allowed a lot of this to go in evidence here. You 
have a fraud penalty involved, and upon that basis 
I let the documents go in, some of them. It shouldn’t 
properly go in but I will permit the testimony to go 
in on that basis. 

A. Well, we had this deal with him to trade 
some Holding Corporation stock for Sunshine Min- 
ing Company stock. 

Q. At the beginning of this trade transaction, 
was it a trade or a sale that Mr. Miller was talking 
about ? 

A. Well, at the time, yes, it was a sale, but then 
we worked it out the other way. 
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Q. Explain why, please, you worked it out the 
other way ? 

A. Well, at that time, he thonght the Larson 
estate should also help out on getting the bank in 
better shape, and I contacted them and tried to get 
them to put in some stock, and I didn’t have any 
Iuek with them—I don’t know if that 1s what you 
refer to, or not, but that was the facts—— 

Q. The exhibits in the record show that some 
time in December this transaction was put through 
as a trade arrangement. [98] 

A. That’s correct. 

Q. Now how did it start—as a trade or sale? | 

A. It started as a sale to begin with. 

Q. Explain what happened—as to what trans- 
pired between the bank and Mr. Miller leading up 
to this trade transaction. 

A. I thought I just explained that he thought 
others who were stockholders in the bank, and large 
stockholders of Sunshine Mining Company should 
put in some stock at a low price. 

Q. Put the stock in where? 

A. At the bank. Well, since we couldn’t get the 
others in Mr. Miller wanted to make this trade. He 
offered to do it and it was consummated. 

Q. Just look at Exhibits 16, 17 and 18, for a 
minute, Mr. Hardy, before I ask you about them. 

A. Wesesir. 

Q. Now the letter, Exhibit ‘‘18’’ is a letter to the 
Guaranty Trust Company. A. Y¥é@ sir. 

Q. I note that that Ietter recites he was deliver- 
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ing to the Guaranty Trust Company certificates for 
five thousand shares of stock, in exchange for four 
thousand shares of Yakima Holding Company stock. 

A. Yes sir. 

@. After the delivery of the stock to the Guar- 
anty Trust Company and after writing this letter 
what transpired between you and Mr. Miller, the 
bank and Mr. Miller, in reference to that transac- 
tion? [99] 

A. After I was unable to get the Larson estate 
in Mr. Miller told me he was leaving for California 
—he would go through with the trade anyway 
whether anybody else came in or not. 

Q. That was approximately how long after De- 
ecember 11, the date of this letter ? 

Mr. Winter: I didn’t object to the last question 
on the theory your honor announced. We believe 
the contract, the written agreement is the best evi- 
dence and just relating the conversation—no time 
and place being given—by a deceased person—lI re- 
alize under your Honor’s former ruling—I didn’t 
make an objection I thought your Honor would 
probably receive it because of the fraud issue here 
involved. 

The Court: What was the relationship between 
the Guaranty Trust Company at that time and—— 

Mr. Winter: That was a subsidiary of the 
Yakima Holding Company. The Yakima Holding 
Company and its officers were right together 

Mr. Witness: I beg to differ with you. They 
owned a control of it. 


United States of America 105 


(Testimony of Robert M. Hardy.) 

The Court: What did the Guaranty Trust Com- 
pany do—did it operate a regular trust business ? 

Witness: Yes, operated a regular trust busmess. 

Mr. Winter: Handling stock in escrow? 

Witness: Yes, conducted a general trust busi- 
ness. 

The Court: This testimony, as I understand it, 
Mr. Miller made a conditional offer. [100] 

My. Winter: ‘lo deliver to the Guaranty Trust 
Company a certificate for five thousand shares. The 
testimony shows Mr. Muiller’s stock wasn’t trans- 
ferred until May Ist, 1935, by the Guaranty Trust 
Company 
show that other stock was delivered to the bank for 
sending to Drumheller, Ehrlichman and White for 
sale because they didn’t have the delivered stock 


as a matter of fact the evidence will 


at that time, it was still in eserow. 

The Court: The purpose of this testimony is to 
show why the Miller transaction was different from 
that condition, is that right? 

Mr. Cheney: Certainly, your Honor. 

Mr. Winter: I take it that is the purpose. You 
are relying on this other agreement set forth im 
these other letters which we saw for the first time 
vesterday, both dated the same date. One is to 
Alex Miller by Mov. Bradshaw and the other to Mr. 
Bradshaw by Mr. Miller. 

The Court: I think under the same theory I 
will admit it. It doesn’t affect the leeal effects, but 
they have a right to show why this was waived later, 
so we go into the question of whether there was 
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fraud involved. For the present I will admit it 
for that purpose only. 

@. Approximately how soon after the letter of 
December 11, 1934, would yeu say you had your 
transaction with Mr. Miller with reference to waiv- 
ing the condition? 

A. It was within the next few days, not longer 
than a week. ‘The reason I remember that speci- 
fically My. Miller was trying to get away to Cali- 
fornia and wanted [101] to get there before Christ- 
mas. 

@. Mr. Hardy, I hand you defendant’s—I mean 
plaintiff’s exhibit ‘‘19’’. [ will ask vou if you saw 
that letter on or before the time it was written? 

A. IJ did. 

Q. Just state, Mr. Hardy, what your knowledge 
was of the letter, the time and date and place it was 
written and delivered. 

A. Well, when this proposal of Mr. Miller’s was 
brought up we decided we had better have some- 
thing about it in writing, and we had some dis- 
cussion as to who should sign it for the bank, and 
finally decided that Mr. Crawford should because 
he had nothing to do with the Holding Company. 
The letter was written by Mr. Bradshaw and pre- 
sented to Mr. Rightmire and myself, and after go- 
ing over the letter I think I took it to Mr. Crawford. 
I don’t know whether Mr. Rightmire was with me, 
or not. After he read it over I told him that was 
our agreement and he signed it. 

Q. Does that letter both in reference to the 7500 
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shares and in reference to the five thousand shares 
correctly and exactly reflect the agreement entered 
into between the Yakima Holding Corporation and 
the Yakima First National Bank in August and 
December, 1934? A. It certainly does. 

Q. Was that letter written, signed and executed 
and delivered on or about the date it hears, to-wit, 
December 12, 1934? A. It was [102] 

@. Now in the spring of 1935 did somebody de- 
cide to sell the Sunshine stock? 

Yes, we decided to sell it. 

By ‘we’ who do you mean? 

Mr. Rightmire, Mr. Bradshaw and myself. 
Constituting what ? 

The executive committee. 

. Of what? 

Mr. Winter: If the Court please, I think Coun- 
sel is leading Mr. Hardy enough. 

The Court: Your questions are very leading. 

Witness: The executive committee of the First 
National Bank consisting of Rightmire and Mr. 
Bradshaw and myself. 

Q. Who handled the deal? A. I did. 

Q. Now was the stock delivered? Who deliv- 
ered the stock to who? 

A. I delivered it to Mr. Ross Spencer of Drum- 
heller, Khrlichman & White. 

Q. Now I notice from the exhibits that the prop- 
erty was receipted by them, according to this ex- 
hibit, as property of the Yakima First National 
Bank. When this property was delivered to Drum- 


OP>OoPop 


108 Guaranty Trust Company vs. 


(Testimony of Robert M. Hardy.) 
heller, Ehrichman and White for sale which cor- 
poration delivered the stock to them? 

A. The Yakima First National Bank. 

Q@. Why did the Yakima First National Bank 
deliver it to them for sale? 

A. Because it was their property. [103] 

@. And in handling the sale were any instruc- 
tions given to Drumheller, Ehrlichman and White 
in writing or orally at what price or when to sell? 

A. No—I was constantly during the time we 
were making the sale in telephonically in commu- 
nication with Mr. Spencer and telling him to sell 
100, or 200, or 300 at certain prices. 

Q. The sale orders were actually given after 
you delivered the stock to them. 

A. Yes, that is correct. I think we sold some 
of the stock the same day it was delivered them 
—but am not sure about that. As we went along I 
kept raising the price I remember that. 

' Q. Now when the sale price was received from 
the proceeds of the sale, do you know who received 
the money at the bank. 

A. The bank received the money or paid the 
Holding Company what they had in it, the pur- 
chase price. 

Mr. Cheney: You may examine. 


Cross Examination 
By Mr. Winter: 
Q@. When you delivered that stock to Drum- 
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heller, Ehrlichman and White did you receive re- 
ceipts at that time? 

A. Yes, I guess we did. 

Mr. Winter: To Mr. Cheney: Do you have 
those original receipts ? 

Mr. Cheney: We were unable in the short time 
we had to find them, and I was busy myself—we 
may be able to find some place. [104] 

q. I show you what is marked for identification 
Defendant’s Exhibit ‘A’—would you say those are 
photostat copies of the receipts you received ? 

A. I eouldn’t tell you. 

Q. Do you know Mr. Spenecer’s signature? 

A. It looks ike Ross Speneer’s signature. 

Q. You did receive receipts. A. Yes sir. 

Q. And you delivered certificate No. 424 for 5000 
shares. 

A. We delivered five thousand shares and twen- 
ty-five hundred shares and five thousand shares. 

Q. The exhibit I have shown you sets forth the 
exact number of shares? A. Yes sir. 

Q. Those are copies of the receipts, aren’t they, 
Mr. Hardy. Can’t you testify those are copies of the 
receipts ? a, | Nor sir. 

Q. But you did receive receipts. Did vou make 
anv notations on the receipts you received, Mr. 
Hardy? 

A. No, I didn’t make any notations. 

Q. You will notice on receipt 6519 the words 
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‘Yakima Holding Corporation’—is that in your 
hand writing ? 

That is exactly what I am looking at—— 

Is that your hand writing? 

No, it is not. 

Do you know whose hand writing it is? 

No sir, I do not. 

What did you do with the original receipts 
you [105] you received from Drumheller, Ehrlich- 
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man and White? The original receipts when you 
delivered five thousand shares of Sunshine Mining 
stock, certificate 424; 2500 shares of stock Wn 226, 
259 and 354 and five thousand shares Sunshine Min- 
ing stock, certificate No. Wn 69? 

A. I always kept those receipts. 

Q. Personally ? 

A. In this case I am sure I did. But I don’t keep 
them forever. After the stock is sold and get our 
oe I just destroy them. 

Q. What did you do with the rece after you 
received them ? 

A. I don’t have any independent recollection of 
that. I probably kept them either in my desk or 
turned them over to Mr. Hoffman who was our Se- 
curities officer. 

Q. The bank maintained a securities depart- 
ment in accordance with Government regulations ? 

A. Now sir, we did not. 

Q. The bank, however, did sell stock for oth- 
ers 
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The Court: Which receipt number of this ex- 
hibit is the one that has the handwriting on it? 

Mr. Winter: Receipt No. 6519, your Honor. 

Mr. Cheney: That refers to the 2500 shares. 

Mr. Winter: The receipt dated April 16, 1938. 

A. Yes, they did, in this way. If a customer of 
the bank brought some stock in we would send it off 
to the brokers. 

Q. Well, you recall, do you not, you had a sub- 
stantial number of sales just in respect to Sunshine 
Mining stock? [106] 

A. That’s true. You asked if we had a securities 
department. We had what we called a collection de- 
partment and we handled these things thru the col- 
lection department. 

Q. When the Yakima Holding Company turned 
over the stock to the bank you gave the Yakima 
Holding Company receipts, didn’t you? 

A. No sir, we did not. 

Q. I show you what has been marked for iden- 
tification Defendant’s Exhibit ‘B’, and ask you 
whether or not those are copies of form of receipt 
which the bank used, do you know? 

A. It looks like it, sir. 

Q. Whose signature appears on that exhibit 
wiBy i 

A. The man in charge of the collection depart- 
ment. 

Q@. What is that name? 

A. F. B. Gleatzner. 
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Q. Asa matter of fact you issued those receipts 
to all of your customers of the bank who delivered 
stock to you to be sold thru Drumheller, Erlichman 
and White. A. Yes sir. 

Q@. Where were these receipts kept with the 
Yakima Holding Company ? 

A. They would have been kept by Mr. Brad- 
shaw. 

@. Were they part of the records turned over 
to the liquidator? 

A. Mr. Bradshaw was president and general 
manager of the Guaranty Trust—he kept his rec- 
ords in the Guaranty Trust Company. 

Q. They would all be turned over at the same 
time, [107] would they—the Guaranty Trust Com- 
pany still operates—I will withdraw both questions. 
The Guaranty Trust Company is still operating? 

A. Yes sir. 

@. Where are the records of the Yakima Hold- 
ing Company now, if you know? 

A. I don’t know where they are. Do you want 
me to guess? 

@. No, I just asked you if you knew. 

A. I don’t know. 

@. You were president of the Yakima Holding 
Company when it went into liquidation? 

A. Mr. Bradshaw kept all the records of the 
Yakima Holding Company. 

Q. Did you turn them over to Mr. Bradshaw ? 

A. He had them at that time. 
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Q. So far as you know he still has them, is that 
right ? 

A. The Guaranty Trust Company still has them. 

Q. If you will notice in what has been marked 
for identification Defendant’s Exhibit ‘B’ that it 
refers to the same certificate numbers set forth in 
—well, it has been marked Defendant’s Exhibit 
‘A’, certificate No. 334 shown in receipt No. 6519, 
certificate 259 shown in the same receipt and cer- 
tificate number 226 shown in the same. 

A. That’s right. 

Q. And the other refers to certificate No. Wn 69 
for five thousand shares. [108] 

@. Is that the time the Holding Company turned 
over the stock to the bank? 

A. Well, they might at that time have turned 
over physical possession of it. 

Q@. Who turned over the stock to the bank and 
received the receipts, did you? 

A. No. It might have been me and it might have 
been Mr. Bradshaw. 

@. Do you reeall whether you got the receipt 
from the bank or was that receipt given to Mr. 
Bradshaw ? 

i af edi f took i over to Mir. Hoffinan 
and Mr. Glaetzner together with My. Spencer and 
there the transaction was completed. 

Q. But don’t you reeall that the Holding Com- 
pany did turn over the stock to the bank and re- 
ceive a receipt for it? 
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A. In fact it went thru our collection depart- 
ment, 

@. And you handled numbers of transactions of 
Sunshine Mining Company stock thru your collec- 
tion department, and other stock. 

A. That’s true. 

Q. Then I take it you consider your collection 
department your securities department in a sense. 
They were handling that type of business for the 
bank, or for the convenience of customers. 

A. You remember the bank couldn’t have a se- 
eurities department after 1933. It was a violation 
of the law to handle securities. 

@. You mean buying securities on the part of 
the bank [109] but after 1933 you could still get 
securities for customers. 

A. We could sell for customers. 

@. And you were selling all the securities shown 
in exhibit 29 for customers. A. Yes. 

@. And the Yakima Holding Company turned 
over 2500 shares and the bank handled that thru 
the same account, didn’t they? 

A. No, I wouldn’t say that, because that was the 
property of the bank at that time—the transaction 
went thru the collection department and that’s his 
records. 

Q. In any event the Holding Company turned 
the stock over to the bank for sale to Drumheller, 
Ehrlichman and White. 

A. If you can say a person turned over prop- 
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erty to some other in the bank and sold it. It was 
the property of the bank. That was Mr. Glaetzner’s 
records of how he handled the matter. He had to 
have records of it. The moneys that came back 
were turned over to him in his department. 

@. Now you said a moment ago you didn’t know 
whose hand writing this was on Exhibit ‘A’—look 
at that writing on Exhibit ‘A’ and compare the 
writinge—the words ‘‘Yakima Holding Corporation”’ 
with Mr. Glaetzner’s writing with which you are fa- 
miliar. 

A. That looks like Mr. Glaetzner’s writing. 

Q@. You don’t know when that notation was 
made ? A. No, I don’t. 

Q. The Yakima Holding Company didn’t have 
any account [110] with Drumheller, Hhrlichman 
and White, did they, to your knowledge as presi- 
dent of the Yakima Holding Company? 

A. No sir. The Guaranty Trust Company had 
one. 

Q. Nowif the Yakima Holding Company did own 
stock in other corporations and it was about to sell 
it it would be natural for them to sell it thru the 
Yakima [First National Bank—it was the thine to 
do, wasn’t it? 

Mr. Cheney: Object to that—not proper cross 
examination. The question must have some bearing 
on what has been testified to. 

Objection overruled. 

A. I would say no. Mr. Bradshaw handling all 
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the securities of the Holding Corporation would 
have handled them all thru the Guaranty Trust 
Company in his own account—in the Guaranty 
Trust. 

@. You were president of both companies. The 
Yakima Holding Company owned all the stock in 
both of them. A. Nomsim: 

Q. Well, they owned more stock in the Yakima 
National Bank than they did in the Trust Com- 
pany, didn’t they? 

A. I wasn’t president of the Guaranty Trust 
Company. 

©. What connection did you have with it? 

A. I was a member of the executive committee 
aud member of the Board of Directors. 

@. Were you a large stock holder in the Guar- 
anty Trust Company? 

A. I held only qualifying shares as a director 
in the Guaranty Trust Company. 

' @. I think you testified the Yakima Holding 
Company [111] was indebted to the bank some sixty 
thousand dollars about that time. 

A. My recollection at that time it was fifty thou- 
sand dollars. 

. It had also been indebted to the bank up to 
1932 in some sixty thousand dollars. 

A. That’s correct. 

@. And they made loans and ‘paid them off and 
made other loans. A. Correct. 
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Q. They were doing that all the time with the 
bank, weren’t they? A. Correct. 

Q@. And finally lquidated your loan in 1985 
when you sold the stock, didn’t they? 

A. That is correct. 

Q@. When you say it would have been natural 
for Mr. Bradshaw to have sold thru the Guaranty 
Trust Company, they were in the same office, were 
they not? Ame Norsin. 

Q. The bank was next door to the trust company 
and so was the holding company. 

A. That is correct. Next door, not the same of- 
fice. 

@. There is a connecting door in between? 

A. A connecting door to go down to the safe 
deposit department. 

Q. You could get thru both office either en- 
trance. A. That’s right. 

Q. When you say ‘next door’—there are two 
entrances, [112] but still connect inside. 

A. One owns one building and the other owns the 
other. 

Q. Did the Yakima First National Bank handle 
sales of your personal stock thru their account with 
Drumheller, Ehrlichman and White? 

ie Yesusin, 

Q. Did they handle Mr. Bradshaw’s personal ac- 
count thrn their account? ae Nomen. 

Q. Did they handle My. Alex Miller’s? 

A. Depending on what Mr. Miller wanted to do. 
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If there were some stuff he had over at the Guar- 
anty Trust Company he would sell thru them. 

Q. Didn’t make a great deal of difference in 
the three companies as to who handled it, though. 

A. If it had been Holding Corporation stock 
Mr. Bradshaw possessed he would have sold to the 
trust company he wouldn’t brought it over to us. 

Q. Now this stock is shown as being owned on 
the records of the Yakima Holding Company—car- 
ried in their stock ownership account, and 

A. I think you will find the stock speaks for 
itself. 

(). You know that as a fact. 

A. I don’t know that is true, no sir—very defi- 
initely I don’t know that is true. 

@. You haven’t seen any of the entries. 

A. I have seen the records and I don’t think 
they read that way. [113] 

Q. I show you what has been marked for iden- 
tification Exhibit ‘12’—in the general ledger—show- 
ing you inventory of stock Sunshine Mining Com- 
pany 

A. It says right here Y.F.N.B. which means 
Yakima First National Bank. 

@. These are the books of the Yakima Holding 
Company. A. J couldn’t swear to that 

Q. They are carried as stock owned by the Yak- 
ima Holding Company 

A. It says right there “YFNB”’ 

@. You think that means it belongs to some one 
else. A. That’s what I think. 
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@. It’s carried in your assets and you reported 
a dividend paid on it, didn’t you? 

A. Yes sir—we have a dividend agreement with 
the bank which has already been testified to. 

Q. On your direct examination you testified you 
purchased 12,500 shares of stock, Sunshine Mining 
Company stock. A. Yes sir. 

@. Now you purchased it in two lots, did you 
not? 

A. J think more than that—I think you might 
eall it three lots—5000, 2500, and 5000. 

Q. Now you purchased on August 17 7,725 
shares, is that correct? A. Correct. 

Q. Who did you purchase that thru? 

A. Mr. Bradshaw handled that transaction, I 
think. [114] I am not positive of that. 

Q@. Then on August 17th you also purchased 


5000 for $40,000. A. Yes, $8 a share. 
Q. Now that was purchased from the Grande 
Stolle Company. A. Yes. 


@. Wasn’t that also purchased from Frank 
Hardy, your brother? 

A. He was interested with Stolle in that particu- 
lay five thousand shares. 

Q. Was that stock they received when they put 
the stock on the market—I mean bonus stock ? 

A. What's 2ight. 

Mr. Cheney: Bonus stock ? 

Witness: Contract stock. 
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Q@. August 18 you purchased 800 shares for 


$6320? A. That’s what the ledger shows. 
@. That was also acquired by Mr. Bradshaw 
from outside sources. A. Yes sir. 


Q. Then three days later August 21, you pur- 
ehased 700 shares for $5530. 

A. Yes sir, that’s what the ledger shows. 

Q@. Who was that acquired from if you know? 

A. I think this whole transaction was handled 
with a Spokane broker—I am not positive of that. 

Q@. All right. Then there was purchased a total 
amount of that stock, $59,576.50. [115] 

A. That’s what it shows. 

Q. Now, that was all the stock you purchased in 
that transaction, wasn’t it? 

A. That’s all the stock we paid cash for. 

Q. Now, there is what I refer to as the second 
group is the 5000 shares which was acquired from 
Alex Miller. A. Yes sir. 

Q. Mr. Miller exchanged five thousand shares 
of Sunshine Mining Company for four thousand 
shares of Yakima Holding Corporation in accord- 
ance with letter of December 11th, 1934. 

A. Yes sir. 

Q. And delivered that stock to the Guaranty 
Trust Company ? A. Yes sir. 

(). The five thousand shares were held in escrow 
department of the Guaranty Trust Company, were 
they ? 

A. Yes, I don’t remember how long 
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Q. As a matter of fact 
Mr. Cheney: Let him finish his answer. 

A. (Continuing) I might say they were taken 
out of the Guaranty Trust Company as soon as Mr. 
Miller released that $200,000 proviso he had. 

Q. Asa matter of fact they were not transferred 
to the bank until May Ist, 1935. 

A. It was not transferred to the bank—it went 
direct to Pocock. 

Q. About May of 1935? A. No. [116] 

Q@. Was it April? A. April, wasn’t it? 

Q. Isn’t it a fact you loaned five thousand shares 
of Sunshine Mining Company you delivered to 
Drumheller & White? 

A. That would be impossible, sir, because I didn’t 
own five thousand shares. 

Q. Well, did Frank loan five thousand shares 
for sale until you got the certificate from Alex 
Miller ? A. Not to my recollection sir. 

Q. If that is a fact you don’t recall it. 

A. I don’t believe it to be a fact, sir. 

Q@. When was the stock sold by Drumheller & 
White? 

A. I know that was sold between April 23rd and 
the 30th of April. 

Q. On January 6th, 1935, the Holding Company 
added on its books the sum of $1875 to the cost of 
the 7500 shares with a mention ‘‘25¢ write up on 
stock’’—was that the notation made on the Hold- 
ing Company’s books? Be Ses sir’. 
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Q. You didn’t make any write up charge to the 
five thousand shares you were to get from Alex 
Miller, did you? 

A. That seems to be on the 7500 shares. 

Q. You didn’t make any write up on the five 
thousand shares, did you, Mr. Hardy, to the Hold- 
ing Company ? 

A. No sir—we were paying $12 for that—— 

Q. Don’t volunteer anything. I asked you whether 
did and you said you had not—was that write-up 
[117] on the books of the Holding Company done 
pursuant to your personal instructions? 

A. No sir, it was done pursuant to agreement 
of the executive committee, in accordance with our 
agreement they were entitled to a fee. 

Q. The executive committee of whom? 

A. Of the bank. 

Q. Were any minutes made of the meeting of 
the executive committee? 

A. There were any minutes of that transaction, 
sir 

@. When do the records of the bank show any 
reference to that transaction? 

A. When the money came in. 

Q. In 1935? aN Jes eedauep 

@. Was there any record whatsoever, minutes, 
or otherwise, in the bank to indicate that they 
owned this stock prior to the time it was sold in 
1935? A. No sir. 

@. I think you testified on direct examination 
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that prior to the trade with Mr. Alex Miller it was 
eontemplated raising several hundred thousand 
dollars for the bank. A. “That’s right. 

Q. It was also as set forth in this letter to raise 
money for the Yakima Holding Company, wasn’t 
it, isn’t that what Mr. Miller said in his letter? 

meee lucteme sce the letter, 

(Witness handed exhibit 18) [118] 


Q@. He says that was for the Yakima Holding 
Company, doesn’t he—to provide money for the 
Yakima Holding Company. 

A. Yes, but what he meant 

Q. Not what he meant—what he said. 

A. I think tts self evident it says that. 

Q. As a matter of fact wasn’t all of the cash 
to be raised based upon the fact they were going to 
have the Holding Company contribute capital to the 
bank ? A. That is absolutely untrue. 

Q. Then when Mr. Miller writes m his letter 
‘new money to be provided for the Yakima Holding 
Corporation’ who owned five thousand shares of 
the bank, that was not a fact? 

A. Mr. Miller was a man eighty two years old 
at that time. He knew it was the bank he was try- 
ing to put in good shape. 

Q. Thats what I say 
pany 

A. There never was any discussion of the Hold- 
ing Company. 


it was the Holding Com- 
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@. And they issued their own stock—sold their 
own stock to Mr. Miller— 

A. Ata very good price—nobody on earth would 
have paid that price at that time. 

Q@. And received Sunshine Mining Company 
stock. | 

A. Yes sir—they got $15 a share and there wasn’t 
anybody would pay five dollars—in fact it was sold 
currently on the street for five dollars at that 
time—— 
@. My. Miller offered to turn it in at fifteen dol- 
lars a share [119] A. Thats correct. 

@. He was, in fact, contributing to the Holding 
Corporation $10 a share. 

A. That’s exactly what he thought he was doing, 
making a contribution to the bank. 

Q. By way of giving it to the Yakima Holding 
Corporation ? 
_ <A. Giving it into the Holding Corporation when 
he knew the stock was the property of the bank. 

Q. The stock of the bank was owned by the Hold- 
ing Corporation 

A. Five thousand shares of the Sunshine stock 
was to come to the bank. 

@. Eventually. 

A. And did come to the bank. 

Q. Transferred in May, 1935. A. It was. 

Q. What were your personal holdings in the 
stock of the Holding Company there? 

A. J owned 7447 shares of stock in the Holding 
Company. 
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@. How many shares are outstanding? 

A. My recollection is around sixty five thousand 
shares. 

@. And you owned how many? 

A. 7447 shares. 

Q. In 1934? 

A. Along about that time I bought some of the 
stock and I am not sure whether it was 734 or 735 
—it [120] wouldn’t be a big amount, however. 

Q. Did your brother own any stock? 

ieeNO© Sir. 

Q. You were the only member of the family 
owned stock—did your wife? 

A. Nobody but myself owned stock. 

Q. As I understand the Holding Company own- 
ed about 4800 of the 5000 shares of the bank stock. 

A. Owned all the shares of stock of the Yakima 
First National Bank except the qualifying shares 
held by the Directors, which was ten shares apiece, 
and I have forgotten how many directors we had. 
They had an agreement with their directors, each 
one, that they would turn their stock in if they ever 
resigned from the Holding Company which, in ef- 
fect, meant they owned 100% 

Q. You were president of the Yakima Holding 
Company and also of the bank. 

A. That is correct. 

Q. Mr. Miller was vice president of the Holding 
Company. A. “gi Cs' SIT. 

Q. Was he an officer of the bank ? 
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A. Vice president of the bank. 

Q. Vice president and director of the bank. 

A. That’s correct and member of the executive 
committee. 

@. Mr. Bradshaw was secretary of the Holding 
Company. A. Yes sir. 

@. His official office in the bank was director of 
the: bank. [121] 

A. And member of the executive committee. 

@. And Mr. Larson was treasurer of the Holding 
Company. 

. A. Before his death—and since the question was 
asked before I believed Mr. Clift was elected treasur- 
er after that. 

.Q. Mr. Larson was also Secretary of the Bank. 

A. We had no secretary. 

@. What office did Mr. Larson hold in the bank ? 

A. Vice president and director and member of 
the executive committee. 

Q. Mr. Hardy, I think you testified about 1930 
when the Yakima First National Bank was formed 
by the consolidation of these two other banks among 
the assets of, particularly, the First National Bank 
there were a lot of assets which were very doubtful, 
is. that right? A. Correct. 

Q. You had an understanding, or instructions 
from the National Bank Examiner Harris that you 
were to clean house, is that correct? 

A. Mr. Harris definitely agreed with me he 
would give me five years to work those assets out. 
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Q@. And starting in 1930 you started to work 
those assets out, did you? I mean the bank. 

A. Yes sir, I did, and when things got tougher 
and tougher I asked him for more time and he told 
me to go ahead and do the best I could and he would 
see what he could do about it. 

Q. The Yakima First National was examined 
from time to time by the National Bank Examiner? 

A. Yes sir. 

Q. Asa matter of fact there was an examination 
by [122] Mr. M. J. Cook, National Bank Examiner 
on December 14, 1934. ie Vesesi. 

Q. He went into the bank there on the morning 
of December 14, 1934-—— 

A. JI can’t testify that he came that morning, 
it was around the middle of December, I recollect 
that—— 

Q. That would be three days after this alleged 
transaction occurred—this letter of December 12th. 

A. The 14th would be two days after the 12th, 
yes sir. 

Q. Did you at that time advise the bank examin- 
er that the bank was dealing in stock in accordance 
with that letter? 

A. I told him all about this transaction. 

Q. Where did this conversation take place? 

A. Wither in my office or the director’s office. 
Mr. Cook had his headquarters in the director’s 
office, or it was in mv office. 

Q. Just relate the conversation you had with the 
bank examiner. 
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A. I told him about the purchase of the 7500 
shares 

Q. By the holding company or by the bank ? 

A. By the bank—and told him how it was done. 

Q. Give the conversation. 

A. I told him the whole transaction we had— 
we bought the 5000 shares which was Alex Miller’s 
stock, and went on the market and bought the 2500 
shares 

®. By ‘we’ 

A. Iam referring to the bank—— [123] 

The Court: We have so many corporations here 
—its much better to give the name of the corpora- 
tion you are talking about instead of saying ‘we’. 

A. The handling of all the company affairs of 
record were handled by Mr. Bradshaw. He was go- 
ing to borrow the money from the bank and bring 
the note in to me to sign—take it over and put it on 
record—if he sold any stock it was handled in 
his offige—— 

Q. Of the Guaranty Trust Company offtee. 

A. Yessir. Where the Holding Company records 


were kept. 
Q. All right. You said you had a conversation 
with Mr. Cook at that time? A. Yes sir. 


Q. And you say you told him about the pur- 
chase of the 7500 shares of stock? 

A. That is correct. 

Q. Did you show him the letter of December 
12th? 
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A. I don’t remember showing him the letter. 

Q. What did he say to you? 

A. He said ‘vou know you can’t buy stock’— 
and I said ‘I know we c¢an’t—we are buying it thru 
the Holding Company’. 

Q. What did he say to that? 

A. At that time the 7500 shares of stock had 
quite a nice little profit on them— 

@. The mining stock had raised? 

Pee cs. it iad. 

@. How much of it had raised — I mean how 
much had [124] it raised from the time you pur- 
chased it up until January 5th when you allowed 
the write-up ? 

A. ‘The write-up fee was 25¢ to the Holding Cor- 
poration. 

@. Who arrived at that fee? 

A. It was discussed between Mr. Bradshaw, Mr. 
Rightmire and myself. 

Q. And you decided to write up 25¢e—— 

A. To give them that as their fee. 

Q. Did the Examiner give you a copy of his re- 


port? A. Yes. 
Q. Did he give the bank a copy of that report? 
Neue Cs) Sit. 
Q. Do you have that report? 
A. No, I doi‘’t. 
Q. <As a matter of fact there is no mention made 


on that report of the bank buying any stock. 
A. No sir. 
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Q. Nothing on the bank’s records of buying any 
stock ? A. No sir. 

Q. You still say December 14th you had this con- 
versation with Mr. Cook, the Bank Examiner here? 

A. Yes sir. 

Q. And you advised him the bank had pur- 
chased 7500 shares of stock. A. Yes sir. 

Q. And had an agreement with Mr. Miller to 
turn over an additional five thousand shares to the 
Holding Company ? 

A. The agreement with Mr. Miller at that time 
wasn’t fully completed, but it was completed before 
he left there. [125] 

The Court: Before Mr. Clift left there? 

A.. Yes. 

Q. What other conversation did you have with 
Mr. Cook? A. Oh, I had lots of conversations. 

Q. In relation to the assets of the bank at that 
time? 

A. I had a lot of conversations with him. They 
were trying at that time to get us to take this pre- 
ferred stock—I don’t know how many conversa- 
tions I had with him. I saw him at various times. 
He called me at various times long distance. 

®. How long was he there, do you reeall? 

A. It was less than a week. 

Q. When did Mr. Cook make his next examina- 
tion ? A. In June, 1935, as I recollect. 

@. You did, however, see Mr. Cook between De- 
cember, 1934, and June, 1935? A. Yes sir. 
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Q. Asa matter of fact you went over to Spokane 


to his home. A. Yessir, I saw him at his home. 
Q. And he was home, wasn’t feeling very well— 
was sick ? A. He had a cold, as I remember. 


Q. Myr. Cook was in a bathrobe, wasn’t he? 

A. I think he was. 

@. What conversation did you have at that time ? 

A. We were still discussing this preferred stock. 

Q. Was that in June or was that in April? [126] 

A. I would say that was, I think, along in April, 
Mr. Winter. 

Q. About the foreport of April, would you say? 

A. Yes sir. 

Q. About the 3rd of April? 

A. I can’t give the exact date—it was before the 
10th. 

Q. It was before you sold the stock that was 
delivered to the Yakima Holding Company for the 
bank for sale thru Drumheller & White? 

A. It was before we sold any of the Sunshine 
Mining Company stock that was owned by the bank. 

Q. What conversation did you have with Mr. 
Cook at that time? 

A. Well, they were pressing us, Mr. Winter, and 
1 talked to him then about just putting this stock 
in the name of the bank—Just putting it on the books 
of the bank 

Q@. As a matter of fact didn’t you tell him at 
that time you wanted him to take the stock into 
the bank at that time? 
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A. I thought it might relieve the situation. 

Q. At approximately $200,000 valuation ? 

A. Whatever the market was at that time. 

The Court: You say they were pressing you— 
was that on this Sunshine Stock? 

A. No, on the R. F. C. to take that preferred 
stock. 

Q. (Winter): You were to take that in as a 
contribution to the capital of the bank? 

A. No, we couldn’t do that, but it could be taken 
[127] in and the bank could owe the Holding Com- 
pany 

Q. The bank hadn’t paid for the stock at that 
time. A. We owed the Holding Corporation. 

(). Of course there were no entries made because 
that transaction wasn’t consummated—is that right? 

A. It was a short time after that—— 

Q. I understand you to say you asked Mr. Cook 
—just what you mean to say is you asked Mr. Cook 
‘if they would allow you to take the stock into the 
bank at the valuation whatever the market was at 
that time, as an asset of the bank, is that right? 

The Court: You mean you would take it in under 
the theory the Holding Company owed the money to 
the bank—the stock was collateral and took it im to 
protect your loan 

A. No sir, take it in because the stock was worth 
more than what we paid for it, to show the amount 
of appreciation and that would write off some of 
the stuff 
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Mr. Winter: Q. Did Mr. Cook tell you vou 
couldn’t do that? 

A. Yes—he still urged the preferred stock. 

Q. As a matter of fact you later had another 
conversation with Mr. Cook over the telephone when 
he was in Wenatchee. A. Correct. 

Q. What did you state to Mr. Cook at that time? 

A. Mr. Cook called me at that time and said 
‘what have vou done with that Sunshine stock ?’ and 
I said ‘We still have it’. [128] 

Q. The Holding Company still have it? 

A. The bank still has it. 

Q. You say the ‘bank’—do you mean the ‘Hold- 
ing Company’? 

A. Mr. Cook didn’t have anything to do with the 
Holding Corporation—he was crowding the bank all 
the time. 

@. He did examine both the bank and the Ffold- 
ing Company that time he was in there—on those 
occasions he was in there? 

A. He went into Mr. Bradshaw’s office to do it 
and I eness he did 

Q. You didn’t stay there when he was examining 
the bank, did you? A. I certainly did. 

@. All the time he was there? 

A. Whenever an Examiner was in the bank, M». 


Winter I was always there. 

The Court: When was the phone conversation 
in Wenatchee? 

A. Not very long after J was in Spokane. | would 
say a week or ten days. 
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@. (Winter): There was nothing in the records 
of the bank to show it owned the stock ? 

A. No siz. 

Q. The letter wasn’t exhibited to Mr. Cook? 

A. I testified, sir, I didn’t remember showing it 
to him. 

Q@. Asa matter of fact you know it wasn’t shown 
to him. A. Ido not know, sir. 

Q. There was nothing in the minutes of the Hold- 
ing [129] corporation that the stock was owned by 
the bank up until 1935. 

Q. I don’t think there were any meetings of the 
executive committee until that date, sir, that is of 
record. 

@. Just relate the conversation you had with Mr. 
Cook when he called you over the telephone con- 
cerning this stock, with respect to the assets of the 
bank, the condition of the bank. 

_ A. He still was pressing 
Q. Give the conversation word for word about it. 
A. Imight say he said ‘hello’ first, and then went 

on to say what had I done about the Sunshine stock 

— ‘Bob, what have you done about Sunshine stock ?’ 

and I said ‘the bank still has it’—‘Don’t you think 

you better sell it now—the price of it is up pretty 
well’. I said ‘We think its going higher and we want 
to hold it longer’. Now I remember that specifically, 

Mr. Winter, because I did sell that stock before my 

own judgment said sell it, because he had pressed 

me to do it. I would have held it for a higher 


price 
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Q. Just a minute—you aren’t giving the con- 
versation. I asked for just the conversation. 

A. Well, that’s the substance of it. 

Q. Mr. Cook asked you to do it—Mr. Cook asked 
you what have you done with the Sunshine Mining 
stock, and you said you hadn’t done anything about 
it and the bank still owned it—did you use the word 
‘we’ or ‘the bank’? 

A. When I talked to Mr. Cook I was talking to 
him [1303 on bank matters. 

@. Did you always use the word ‘we’ when re- 
ferring to the Holding Company? 

A. I was running the bank and I would say 
‘Holding Company’ when referring to the Holding 


Company. 
Q. You were president of the Holding Corpora- 
tion? A. That’s correct, yes si. 


Q. You were delivering the Holding Company 
stock to Drumheller, Ehrlichman and White? 

A. I differ with you about that being Holding 
Corporation stock. 

Q. Well, you delivered the stock to Drumheller, 
Ehrlichman & White? A. Yessir. 

Q. You were handling the entire transaction with 
respect to that stock personally, weren’t vou? 

A. Yes sir, very definitely. 

Q. How long after the conversation in Spokane 
did you have this conversation with Mr. Cook at 
Wenatchee? 

A. My recollection, Mr. Winter, is that it was 


within a week. 
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Q. Within a week? A. Yes sir. 

Q. Would you say about the tenth of the month, 
then? A. I think that’s right. 

Q. It may have been a few days either way? 

A. Yes sir. 

Q. But it was shortly after your conversation, 
and at that time you told him you had not disposed 
of the stock [131] — you still had it? 

A. Correct. 

Q. Did you call him up or talk with him any time 
later after that, prior to his examination of the bank 


in June, 1935? A. I think I did, Mr. Winter. 
Q. Was that after the sale of the stock, about 
April 30th? A. Yes sir, it was after that. 


@. What did you say to Mr. Cook and what did 
he say to you in that conversation—where did it take 
place? 

A. My recollection of my calling him was to let 
him know I was going East to the graduation of my 
boy at West Point, and while I couldn’t ask the 
bank examiner not to come while I was gone, I just 
asked him if he wouldn’t come when he knew I was 
going to be away—that’s my recollection of the con- 
versation. 

@. You didn’t tell him you had some new money 
11 the bank, or anything of that nature? 

A. I don’t remember telling him that. My pur- 
pose of calling him was to let him know I was going 
to be away. 

@. You didn’t tell him you had some new 
A. JI don’t remember that. 


money: 


Umted States of America 137 


(Testimony of Robert M. Hardy.) 

@. And when he pressed you as to where you got 
it you said—‘well, I didn’t steal it, Johnny’. 

A. JI don’t remember that. 

Q. Would you say you didn’t say that? 

A. No sir. If I told him I had some new money 
I [132] very likely told him I sold Sunshine Mining 
stock. 

Q. What did you mean when you said ‘I didn’t 
steal it’? 

A. I don’t know as I told him ‘I didn’t steal it’. 

Q. You just finished telling us about a conversa- 
tion you had with him about this transaction ? 

A. I didn’t say I told him that in the conversa- 
tion. 

Q. If he put that in his report would you say 
that was not the truth? 

Mr. Cheney: What statement are you talking 
about? I haven’t the slightest idea. I tried to follow 
you 

The Court: That sometime later Mr. Hardy 
ealled Myr. Cook and told him there was some new 
money in the bank. 

Mr. Witness: I didn’t testify to that. I said 1 
called him for the purpose of letting him know I was 
going East—! don’t remember anything about that 


statement. 
The Court: You don’t remember about the state- 


ment that you were putting new money ? 

A. No. 

Mr. Winter: Q. Did you tell him anything 
about the transaction ? 
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A. IJ don’t remember. The purpose was to let him 
know I was going to be out of town, and out of the 
bank. 

Q. Did you assure him the bank was in better 
condition— 

A. I don’t remember talking anything about the 
bank—only that I was going to be away and hoping 
he wouldn’t come to the bank while I was gone. [133] 

Q. Didn’t you assure him in that conversation 
the bank was in better shape? 

A. I don’t remember that. 

Q. Would you say you didn’t mention that in 
your conversation ? A. Thats foolishness. 

The Court: Mr. Winter has a right to ask you 
that, and that 1s for me to decide. 

Mr. Cheney: I object to the question 

The Court: The objection is overruled. 

Question read: ‘Would you say you didn’t men- 
tion that in your conversation ?’ 

A. I would not. 

@. You might have said it? 

A. I wouldn’t say I did not say that. 

Q. You might have told him then the condition 
of the bank was better. 

A. I don’t think I did. 

Q. And you don’t think you told him you had 
sold the stock? 

A. Well, I don’t remember that. My ony recollec- 
tion of that conversation is what I have told you. 

Q. Your purpose of calling him, I take it, was to 
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ask him to delay the examination of the bank until 
you got back? 

A. Mr. Winter, I wouldn’t ask any bank exam- 
mer to delay his examination. I wanted to let him 
know 

Q. Well, to meet your convenience then, let’s put 
[134] it that way. 

A. No, his coming here would have been—while 
I was away—would have been, not exactly futile, but 
it couldn’t have been complete because I was run- 
ning the bank and [I was the man he was talking to. 

(. You say they were pressing you to clean out 
those assets which were doubtful ? 

A. Thats right. 

Q. And according to your testimony you had by 
this transaction, the sale in April between the 23rd 
and the 30th of April, you had got some other 
capital, at least, to the extent of the profit on the 


sale of the stock, into the bank. A. Yes siv. 
Q. And by that you said it helped the condition 
of the bank? A. Right. 


Q. You say now you don’t reeall—whether or not 
you ealled him to advise him you had helped the 
eondition of the bank? 

A. I know I didn’t call him to advise him—tl 
might have wanted to surprise Mr. Cook when he 
came into the bank. 

Q. You don’t say that you did intend to do that? 

A No sifk 

Q. Now, you say you might have wanted to sur- 


prise him 
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A. Yes sir. I know what my purpose was. 

@. Where did you call him—Wenatchee? [135] 

A. No, I think it was Walla Walla. 

Q. Didn’t you also tell him when he pressed you 
as to where you got the money, or how you arranged 
it, you said ‘Johnny, I waked up in the middle of 
the night and the thought just struck me how I 
could handle it’? 

A. I didn’t tell him that—I know that. 

Q. Did you see a copy of this report? 

A. No sir, nothing with anything like that. 

Q. Did you make any memorandum or record of 
the conversation you had with him? A. No sir. 
Q. You are testifying entirely from memory? 
A. Ihave a very definite memory of why I called 

him. 

®. The boy was graduating from West Point 
at that time? A. Correct. 

_ Q. When did Mr. Cook come into the bank on 
the next examination ? 

A. It was before the first of July. 

Q. Did you have a conversation with Mr. Cook 
during that time about June 24, 1935? During that 
Examination ? A. Yes sir, lots of them. 

Q. Did you show the letter to Mr. Cook and ex- 
plain the transaction to him? 

A. No, I didn’t show it to him then because it 
was all over. 

Q. You explained the transaction to him at that 
time, didn’t you? A. He knew—we had 

[136] 
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Q. I asked you if you explained it—did you ex- 
plain the transaction to him? 

A. You say ‘explain the transaction’ — that 
means go clear back to April—we sold the stock, 
got so much money for it and charged off so many 
assets. 

Q. You explained you had sold the stock in April 
and taken the profits into the bank. 


How did you take the profits into the bank? 
We sold the stock, paid the Holding Corpor- 
ation what it was out and the balance was ours. 

@. Where did you carry that—as a contribution 
to the capital? A. No sir. 

Q. What account did you put that in? 

A. Just charged off assets—went into the sur- 
plus account that would be my guess. 

@. And charged to charge off a corresponding 
amount. A. Yes. 

Q. And that’s the first time any record was made 
on the books of the Yakima First National Bank 


A. That’s correct. 

Q. That appeared on your records in the bank. 
ee Yes sit. 

@. As a contribution to the capital. 

A. No sir. 

Q. 

A. 


as to that transaction? 

A. There wasn’t any record of that transaction 
at that time. 

Q. Exeept putting it in the surplus. [137] 
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A. We put a certain amount of money in the 
surplus and charge off some—or so much assets. 

Q. As a matter of fact—isn’t it a fact that the 
letter of December 12th, 1934, was not written until 
about the time of the sale of the stock, and the 
minutes of the meeting of the Holding Corporation 
referring to it. A. No sir. 

Mr. Winter: I think that’s all. 


Redirect Examination. 
By Mr. Cheney: 

Q. With reference to where the books of the 
bank—as to what account the proceeds of this stock 
went into I call your attention to Exhibit ‘25’ of un- 
divided profits account, and ask you if that isn’t 
the account—— 

A. Yes, I did mean undivided profits instead of 
surplus. 

Q. Is it the same thing? 

A. No it isn’t the same thing. Usually surplus 
is handled around the end of the year. 

The Court: Were you carrying those assets in 
your books as of what value—these assets which the 
Examiner objected to? He was objecting to cer- 
tain assets as I understand—now on what basis 
were you carrying them? 

A. Some of them had been charged down—we 
charged them down as fast as we could, but they 
were still unacceptable to the bank examiner. 

Court: They were still being carried at what the 
bank examiner thought they were worth? 
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A. Yes [138] 

Mr. Cheney: Q. Mr. Hardy who was the officer 
who handled the transactions of the Yakima Hold- 
ing Corporation ? 

A. Mr. George H. Bradshaw. 

Q. And who handled the business and affairs 
of the Guaranty Trust Company? 

A. George H. Bradshaw. 

Q@. Who handled the business affairs in the ex- 
ecutive end of the Yakima National Bank? 

A. I handled that. 

Q. Now, coming back to the letter of December 
12th—eallhing your attention to a sentence in the 


second paragraph reading as follows: ‘‘We are 
doing this on the express understanding that the 
stock of the Sunshine Mining Company will be 
taken over by the Bank at the stipulated price of 
$12 per share’’. Was that sentence I refer to there 
the idea of the bank taking it over at $12 a share— 
was that a part of the original deal with Mr. Ml- 
ler? 

Mr. Winter: Object to that as not the best evi- 
dence. Its not ambiguous. 

Objection overruled. 


A. It was the original deal with Mr. Alex 
Miller. 

@. And was that consummated. and was that 
the transaction that went thru on the bank getting 
the stock? A. Yes sir. 

Q. Now, in reference to this paragraph or sen- 
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tence—did that original understanding with Mr. 
Miller have anything to do with the form in which 
the transaction [139] was finally worked out? 

A. Yes sir, very definitely. 

Q. Explain. 

A. When—well, Mr. Miller offered to sell Sun- 
shine Mining Company stock to the bank—— 

Mr. Winter: Now, if your Honor please we will 
object to what he offered to do. He is going into 
now what he previously offered to do,— 

The Court: Its merely preliminary—the reason 
why the transaction was handled the way it was. 
Objection overruled. 

A. (Continuing): Mr. Miller had originally on 
a number of occasions offered to sell to the bank 
some Sunshine Mining stock at a low price. I ex- 
plained to Mr. Miller that the bank eouldn’t buy 
it. This deal was finally worked out and handled 
_ thru the Holding Corporation. 

@. For what purpose? 

A. For the benefit of the bank. 

Q. Calling vour attention to Exhibit 10, page 
19, and the last four items on the left hand page, 
an entry reading ‘‘ August 17, Y.F.N.B., 1000 shares 
Sunshine Mining Stock, $7725’, in reading that 
will you interpret it—in the language of banking 
business what does that line mean? 

Mr. Winter: We object to that—in this wit- 
ness’ own testimony he said that Mr. Bradshaw 
handled all this and he is asking about Yakima 
Holding Corporation records. 
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Mr. Cheney: I am asking what that means as a 
matter of business transaction and business prac- 
tice. 

The Court: The objection is sustained. [140] 

Mr. Cheney: Your Honor, in relation to the last 
question, we offer to prove that in ordinary busi- 
ness practice the entry of items in a journal or 
ledger bearing the name of a certain person is 
notice that the property named in the item, whether 
it be shares of stock or anything else, is the prop- 
erty of the person whose name appears in con- 
nection with the item. That it is normally under- 
stood that relates to the ownership of the property. 

The Court: The offer will be denied. 

Q. Now, coming back to the time with reference 
to Mr. Cook in December, 1934, when he was in 
Yakima and when, you testified, you told him about 
the purchase of stock by the Yakima First National 
Bank, who all were present besides yourself and 
Mr. Cook, if anybody? 

A. Mr. Rightmire and myself were with Mr. 
Cook. 

Q. Now, this visit of yours to Mr. Cook in Spo- 
kane, was that npon his initiative or upon vour 
initiative ? 

A. As TI recollect he made one of his periodic 
ealls to me trying to urge this preferred stock, and 
I was on my way to the Sunshine mine and stopped 
in Spokane to see him, and went down to the office 
and found he was sick. 


146 Guaranty Trust Company vs. 


(Testimony of Robert M. Hardy.) 

Q. Now, at that time you say there was some 
conversation with reference, I think, you used the 
language of taking the Sunshine stock into the 
bank—what did you mean by that? 

A. I mean taking it into the bank at its then 
market price. 

Q. You mean putting it on the books—set it up? 

A. Yes, thats right. [141] 

Q. Is that what you meant by this taking it in? 

A. That is correct—by putting it on the books 
at its enhanced value. 

@. Now in the conversation when Mr. Cook 
ealled you from Wenatchee in that conversation 
was any mention made as to what the market price 
of the stock was at that time? 

Yes, there was. 
What was it? 
It was around $15. 
Was that mentioned in the conversation ? 
Yes. 
r. Winter: He can ask for the conversation. 
This isn’t proper redirect. The witness didn’t tes- 
tify to any such statement being made. 

Objection overruled. 


aPOoOPOoP 


The Court: You asked him about a conversa- 
tion. He gave the conversation. Now Counsel has a 
right to elicit other parts of the conversation that 
were not brought out or inquired about. 

@. As a result of that conversation you had 
with Mr. Cook did the Yakima First National Bank 
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take any action different than they otherwise 
would ? A. Yes sir, we did. 

Q. What? 

A. We sold the stock sooner than my judgment 
to sell it. My judgment was the stock was going 
higher, but because he had pressed me on it I sold 
earlier and didn’t get so mueh for it. [142] 

Q. Now, in reference to one other thing. In the 
letters of December 11th, exhibits 16 and 17, and 
in exhibit 19 there is reference to delivery by the 
Holding Company to Alex Miller of four thousand 
shares of Holding Company stock, and according 
to the record nothing was done toward the delivery 
of that stock actually to Mr. Miller until some time 
after the minutes of your meeting of April 12, 
1935. What was the reason, if any, for the delay 
in getting the stock delivered to Mr. Miller? 

A. Mr. Miller was in California, and just before 
we had this meeting Mr. Bradshaw came in to me 
and said ‘we’ll have to have a meeting to authorize 
this thing—a meeting of the executive committee to 
authorize this thing. Mr. Miller is coming back and 
we should deliver him this stock.’ So we had this 
meeting. 

Q. This recites that prior to that time, or until 
this mecting the par stock of the Yakima Holding 
Company had had a value placed on it by the 
Directors of $20 a share—is that correct ? 

A. That is corfect. 


Q. Then one of the reasons for ealling the meet- 
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ing was to make a reduction in the value from 

twenty dollars to fifteen dollars. A. Yes sir. 
@. And then that reads as follows: 

‘“The Secretary then pointed out that it 
would be necessary to issue some new stock to 
Mr. Miller in fulfillment of the transaction, 
and that in as much as the price fixed for the 
sale of the capital stock had been previously 
fixed at $20 per share, [143] it would be neces- 
sary to have a resolution approving the issu- 
ance of any new stock at $15 per share. It was 
then moved by Mr. Bradshaw, seconded by Mr. 
Rightmire, that in order to consummate cer- 
tain plans of reorganization that had been 
under consideration by the officers of the com- 
pany for some time that it was necessary that 
some additional stock of the corporation he 
disposed of and that in view of changed eco- 
nomic conditions it would be necessary to fix a 
lower price than the $20 per share provided 
for in its previous issues of stock, and that we 
now authorize the issuance of such additional 
stock as may be necessary to complete the 
transaction with Mr. Miller at a price of $15 
per share, and also authorize the disposal of 
such other stock as may be necessary to carry 
out the contemplated plans of reorganization 
at a price of $15 per share. This motion being 
put was unanimously approved.’’ 


Now, Mr. Hardy during this entire period of 
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time were there plans of reorganization of the 
various banks? 

A. Yes we had a lot of plans under considera- 
tion. One of them, if you want me to illustrate, was 
to put the bank and trust company together. 

Q. He asked you about the write up on the 7500 
shares of stock and no write up on the five thousand 
shares of stock, in reference to the write up does 
Exhibit 19 correctly designate upon which stock 
and on how many shares of stock the write up was 
to oceur on? 

A. Yes, it refers to the 7500 shares of stock 
only. [144] 

Q. Was there any agreement or understanding 
between the Yakima First National Bank and the 
Yakima Holding Company there would be a write 
up on the five thousand shares involved in the see- 
ond paragraph? 

Mr. Winter: There is written evidence of what 
the transaction was and that is the best evidence. 

Objection sustained. 


Mr. Cheney: That is all. 


Re Cross Examination 
By Myr. Winter: 

Q. In that connection, also, in connection with 
the write-up, Mr. Hardy, the Holding Companv for 
the bank reported the dividends received on the 
five thousand shares from Alex Miller, did thev? 

Mr. Cheney: TI object to that. The Holding Com- 
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pany returns you put in here shows they reported 
it. 

Mr. Winter: I mean the 7500— 

The Court: What do you mean? 

Mr. Winter: I asked the witness on the five 
thousand shares. They reported on the 7500. 

Witness: I would have to look at the books. I 
never saw that page. I never made out a report of 
the Holding Company. 

Q. Where did the Yakima Holding Company 
purchase its own stock which: they sold to Alex 
Miller—who did they purchase that from? 

A. I think some of it shows in the minutes. 

Q. I show you what has been marked for identi- 
fication Defendant’s exhibit ‘C’. This is the invest- 
ment account [145] of the Yakima Holding Cor- 
poration—stock investment. 

Q. Now, the Yakima Holding Corporation had 
_ to go out and buy stock from the First Security & 
Loan Company—16785—to transfer to Mr. Miller, 
did they not? 

A. I think about all they did was cancel the 
note. 

Q. Well, they did purchase it from— 

A. I would say there was no money paid for it. 

Q. And that refers to cash receipts journal 39— 
which is plaintiff’s exhibit No. 11—stock purchased 
—‘‘Alex Miller agreed to exchange 5000 shares 
stock Sunshine Mining Company @ $12 per share 
for 4000 shares stock Yakima Holding Corporation 


United States of America 151 


(Testimony of Robert M. Hardy.) 

(® 15 per share’’. In other words, the stock shown 
by the Yakima Holding Corporation purchased in 
your investment account, Exhibit ‘C’ shows the 
purchase on May Ist of the stock to transfer to 
Miller. 

Mr. Cheney: I object to the form of the ques- 
tion. It shows the purchase of some of the stock 
to give to Mr. Miller. 

Mr. Winter: How many shares does it refer 
to—1119 shares? 

A. Yes. 

Q. Where did the Holding Company get the 
other stock they transferred to Mr. Miller in ex- 
change for the five thousand shares? 

A. Why, I don’t know. I imagine it just came 
out of the treasury. 


af 


Q. In any event the stock, at least 1119 shares 
of it, wasn’t purchased by the Corporation or ac- 
quired [146] by the Holding Company until May 
Ist, 1935. 

A. I wouldn’t be positive as to the dates. T just 
know we cleaned off an indebtedness there by tak- 
ing that stock in. 

Mr. Winter: I offer Exhibit ‘C’. 

Mr. Cheney: No objection. 

Defendant’s identification ‘C’ (Acct. show- 
ing purchase of 1119 shares Y.H.C. stock 
C.D.J. 21—16785) admitted in evidenee and 
becomes Defendant’s Exhibit ‘C’. 
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[Printer’s Note: Defendant’s Exhibit C is 
set out at page 442 of this printed record.] 


Myr. Winter: I think that is all. 

The Court: How much did the Sunshine stock 
go up between December and April? 

A. From $12 in the latter part of April to $22 
Or 20. 

The Court: So you had a profit on it of 
$121,000. 

A. $10 a share. 

The Court: Suppose it had gone down and you 
had a loss of $121,000, what would you have done 
about it? Did you have any conversation between 
you and the other officers of the bank as to what 
you would do? In the letter of December 12th you 
agreed the bank would take the loss—did you have 
any conversation among yourselves as to what you 
would do in the event you had a loss on the Sun- 
~ shine stock 2 

A. Frankly, no. We were so confident the thing 
was going up we took what you might say was a 
chance. 

Q. It would have been a very serious matter 
if the stock had gone down— 

A. You are right. [147] 

The Court: You never had any conversation 
as to what steps you were going to take if the 
stock did go down? 

A. We bought the first stock at seven or eight 
dollars and it had been that for a long while. We 
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didn’t think there was a chance of losing on that. 
With Mr. Miller’s stock we knew very well if there 
was a loss on that he himself would assume it. We 
didn’t feel uneasy about it at any time. 

Mr. Cheney: Q. The market price in Novem- 
ber and December was how much? 

A. About $12. 

Q. So in December when the second deal was 
made with Mr. Miller there was, roughly, a little 
better than $4.00 per share profit on the 7500 
shares. A. Yes— 

Q. At that time the stock was listed on the ex- 


change? A. Yes. 
Q. Was there an active market at that time on 
Sunshine stock? A. Yes sir. 


Q. Calling your attention to Defendant’s Ex- 
hibit ‘C’—labeled Yakima Holding Corporation— 
stock investment—purchased from First Securities 
and Loan Company 1119 shares’’—Now there was 
a difference in the way they carried their stock 1n- 
vestment and the way they carried the Sunshine 
stock—and by the way there was another 

Mr. Winter: We would hke to offer as a part of 
the same transaction page 21 of the Cash Dishurse- 
ments Journal I guess it is. The reason for it is 
the previous exhibit [148] refers to it—refers to 
that page and the notation with respect to the pur- 
chase of its own stock. 

Mr. Cheney: No objection. 

Plaintiff’s identification ‘D’ (Page 21 
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C.D.J.) admitted in evidence and becomes De- 
fendant’s Exhibit ‘D’. 


[Printer’s Note: Defendant’s Exhibit D is 
set out at page 448 of this printed record.] 
Witness Excused. 


L. R. RIGHTMIRE, 


a witness called for and on behalf of the plaintiff, 
having been duly sworn, testified as follows: 


Direct Examination 

By Mr. Cheney: 

Q. At the present time what is your occupation ? 

A. Vice president of the National Bank of Com- 
merce bank and manager of the Yakima branch. 

Q. How long have you lived in Yakima? 

A. Forty or forty one years. 

Q. Prior to the fall of 1934 what were you 
doing? 

A. Well, I was vice president of the Yakima 
First National Bank of Yakima. 

@. And active in the operation of the bank. 

A. Yes sir. 

Q. As well as being vice president you were one 
of the directors? 

A. Director and member of the executive com- 
mittee. 

Q. By the way, what did the executive commit- 
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tee—who was the executive committee of the Yak- 
ima First National Bank in the fall of 1934? 

A. Well, there was Mr. Hardy, George Brad- 
shaw, Alex Miller and myself. [149] 

Q. You four were the executive committee? 

A. Thats right, and Mr. Larson up to the time 
of his death. | 

A. Did you have any connection with the Yak- 
ima Holding Corporation? 

A. I was a director and member of the execu- 
tive committee—I wasn’t an officer. 

Q. Did you have any connection with the Guar- 
anty Trust Company? A. None whatever. 

Q. During the time the Yakima Holding Com- 
pany was in existence who was the executive head 
or personal operator of the business of the Yakima 
Holding Corporation? 

A. George H. Bradshaw. , 

Q. During the same period of time who was 
the executive head of the Yakima First National 
Bank ? A. RK. N. Handy. 

Q. And the Guaranty Trust Company ? 

A. George H. Bradshaw. 

Q. Now the two companies, the Yakima Iirst 
National Bank was located on the corner of Yak- 
ima and South First Street? A. Yes. 

@. And does it operate the entire building? 

A. Yes. 

Q. Now the Guaranty Trust Company is where? 

A. Just east of the Bank building on Yakima 
Avenue. 
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Q. In a separate building? 

A. A separate building. [150] 

@. Where was the business of the Yakima Hold- 
ing Company transacted ? 

A. In Mr. Bradshaw’s office of the Guaranty 
Trust Co. 

Q. Now, during the fall of 1934+—say the month 
of August, did the executive committee of the 
Yakima First National Bank take any action in 
reference to acquiring Sunshine Mining Company 
stock? 

A. Well, I couldn’t say just what month, but 
shortly after Mr. Larson’s death, which was in 
June, it was within a month or two after that it 
decided to buy 7500 shares of Sunshine stock. 

Q. Do you know of your own knowledge 
whether or not some time about that time whether 
or not the bank did buy 7500 shares of Sunshine 
- stock? A. Yes, I do. 

®. Do you know from whom or in what man- 
ner that stock was bought? 

A. I do not from my own personal knowledge. 

Q. Now, later on in December of 1934, was there 
some further transaction in reference to the bank 
acquiring more Sunshine stock? 

A. Yes, there was. 

@. Tell us about that. 

A. Well, I can tell you roughly how that trans- 
action was handled—how that transaction hap- 
pened, I should say, but just exactly what was said 
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I could not. Mr. Milley was desirous and expressed 
himself as desiring to do something to help clean 
up the assets of the Yakima First National Bank 
because the ones that they were [151] particularly 
worried about had been taken over from the [First 
National of which he was an officer and director, 
and I figured at the time, and I think he did, it 
was more in the form of a donation—he agreed to 
put up five thousand shares of stock the bank might 
sell and recover whatever they could from that to 
take out these questionable assets. In talking it 
over he arranged to trade 

Mr. Winter: I object. The agreement is the best 
evidence. 

Objection sustained. 


@. Now in earrying out the arrangements was 
there a letter written in December between the 
Yakima National Bank and the Yakima Holding 
Company in reference to buying the 7500 shares 
and the Alex Miuller’s additional five thousand 
shares? A. Yes, there was. 

@. Can you tell us approximately when that 
letter was written? 

A. Other than the fact it was before Mr. Miller 
went to California along in December is as near as 
IT can tell vou from recollection about it. 

Q. Now it appears that Mr. Cook came there for 
an examination of the bank some time alone about 
the 14th day of December—assuming that the 14th 
is the correct date, would you say the letter was 
written before or after or about that time? 
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A. Well, I have just one way of fixing that as 
being prior to Mr. Cook’s coming into the bank, 
or at least [152] it was during the examination we 
had a little argument—Cook said that was ultra 
vires, and I took exception—‘ultra virees’—it was 
ultra viris, I said, and it seemed by checking he 
was right. It was a new pronunciation to me. 

@. And the letter had been written prior to the 
time you had this talk with Mr. Cook? 

A. Yes, that is my recollection of it. 

Q. In relation to the actual delivery of the letter 
to Mr. Bradshaw, were you present at the time the 
letter was brought into the bank? 

A. Yes, I was. ) 

Q. To whom was the letter given? 

A. Myr. Bradshaw brought the letter mto Mr. 
Hardy’s office, and the three of us looked it over 
and read it over at that time. 

Q. Was there any discussion about who should 
sign the letter for the bank? A. Yes. 

Q. What was that? 

A. Well, in this intermingling of these different 
companies it seem like Mr. Bradshaw, Mr. Hardy 
and myself were connected with both companies, 
and Mr. Crawford the cashier had no connection 
with the Holding Corporation, and we felt it was 
best to have Mr. Crawford sign for the bank as 
cashier. 

Q. Now, by the way, in the original arrange- 
ment with the Yakima Holding Corporation for the 
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purchase of the original 7500 shares, was there any 
understanding [153] between the bank and the 
Holding Company as to whom was to receive the 
dividends off of the Sunshine stock until the bank 
paid for it? A. Yes, the agreement was 
Mr. Winter: Object to it—the agreement is in 
evidence. Its an attempt to vary the terms of a 
written instrument. 
Mr. Cheney: I call the Court’s attention—the 
memorandum of December 12th was a memoran- 


dum confirming the understanding— 

Mr. Winter: Thats writing down the under- 
standing and putting it in writing. 

M1. Chenev: The same questions were asked and 
answered by Mr. Hardy and there was no objec- 
tion— 

The Court: That doesn’t make them good. I 
will sustain the objection. 

Mr. Cheney: We offer to prove by this witness 
the same matter substantially as testified to by Mr. 
Hardy to the effect that in the original understand- 
ing it was also understood the dividends during the 
time of purchase money was out until such time as 
the Holding Company was repaid was to be re- 
ecived by the Holding Company. 

The Court: I will sustain the objection. 

Mr. Cheney: Exception, if your Honor please. 

Q. Now in reference to Mr. Cook he came there 
as has been testified to, and examined the bank some 
time in December. A. Thats correct. [1541] 
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Q. And at that time was there any conversation 
between Mr. Hardy, Mr. Cook and yourself in ref- 
erence to the bank’s purchase of both the 7500 
shares of stock and the Miller proposal of five 
thousand shares? A. Yes sir. 

Q. Just tell us—where did the conversation oc- 
cur? 

A. Within the bank. I don’t remember whether 
in the directors’ room or whether it was in Mr. 
Hardy’s office. 

Q@. State as near as you can the substance of 
the conversation in so far as it referred to the 
purchase of the Sunshine stock. 

A. Well, Mr. Hardy explained very carefully 
this deal—during the examination in December, 
1934 by Mr. Cook—that without a question this 
stock was going to increase in price, and that would 
give us funds with which to take out items that 
- had been criticized by the examiner, Mr. Cook. 

Q. Was the conversation directed toward the 
bank or the Holding Company, or anybody else? 

A. This was the bank we were talking about. 

Q. By the way were there conversations about 
the—as to the value of the Sunshine stock, how 
much it had already raised since the 7500 shares 
were bought? 

A. During this December conversation ? 

@. Yes. 

A. I can’t tell— 

Mr. Winter: Ask for the conversation. Don’t 
lead the witness. We object to it—its leading. 
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Objection sustained. [155] 

Mr. Cheney: I think J have a right to diveet— 
this is part of the conversation he hasn’t covered. 

The Court: If your witness said he has eom- 
pleted the conversation, and you think there is 
something more you ean direct his attention to 
it. Your first duty is to ask for the conversation, 
and then find out if he has exhausted his recol- 
lection on the subject. 

Q. Have you given us as near as you can every- 
thing that was talked over about the Sunshine 
stock purchased by the Bank between you and 
Mr. Hardy and Mr. Cook when all three of vou were 
together ? 

A. I just can’t say there was anything—I don’t 
recall anything as to the appreciation of the min- 
ing stock mentioned at that time, in that conver- 
sation. 

Q. Is there anything that you have not testified 
about at this time that was said in that or those 
conversation ? 

A. You mean during the time Hardy and Cook 
and I were together? 

Q. Yes—— 

A. Well, I couldn’t tell you the actual words 
that were said—it was regarding the purchase ot 
that stock and with Mr. Hardv’s knowledge of it 
and belief the price would increase enough to en- 
able us to take out a large portion of these criticized 
items. 
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Q. Now was there any conversation at that time 
with reference to Mr. Miller’s second sale or trad- 
ing five thousand shares? 

A. The whole Sunshine transaction for 12,500 
shares [156] was discussed. 

Q. Now, subsequent to that time did you have 
a conversation or conversations with Mr. Cook dur- 
ing the same examination, and in the bank in De- 
cember ? 

A. Well, yes, during his stay Mr. Cook and I 
reviewed the loans—I think practically every day 
during his stay of several days we held conversa- 
tions, particularly I remember of one after the 
Sunshine purchase by the bank had been explained 
to him. Thats when we were in about the final 
wash out of those notes—as we call it—and dis- 
cussing it with Mr. Cook. He said we—lI think he 
meant he any myself, could go a long ways with fel- 
lows like Mr. Hardy. If anybody could work this 
deal out he could. 

@. What was this ultra vires stuff? 

A. Well, that—as a matter of fact it was ultra 
vires and Mr. Cook told us we couldn’t do that. 
We hadn’t purchased this stock—it was being held 
by the Yakima Holding Corporation—the profits 
were to be used to eliminate 

Mr. Winter: We object—he doesn’t appear to 
be reciting a conversation— 

The Court: You were asked as to conversations 
you and Mr. Cook and Mr. Hardy had together, 
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the three of you, and that you testified to, and now 
you are asked about a conversation or conversa- 
tions you and Mr. Cook had with each other. 

Mr. Cheney: Particularly the one in which ultra 
vires was mentioned—about when did that conver- 
sation oceur? [157] 

A. I ean’t tell you the exact conversation at 
that time. 

Mr. Winter: What time? 

A. At the time that Mr. Cook and I were talk- 
ing about this ultra vires. Exactly what the words 
were I couldn’t tell. 

Mr. Winter: What time was that? 

A. I am referring to conversations during his 
examination of the bank in December. He was 
there I should judge five or six days. I don’t re- 
member identically the week he was there. 

Q. (Mr. Cheney): Give us that conversation 
as nearly as you can, the whole thing. 

A. Well, I do know during that conversation 
Mr. Cook said he believed he would not write that 
up in his report but that some appraisal of soine 
sort would have to be made before his next ex- 
amination or he would write it up. 

Q. What was this ultra vires—how did that : 
come up? 


A. That was about the Sunshine stock—it was 
ultra vires for the bank to purchase that stock. 

Q. Did he make that statement at that time vou 
are talking about? A. W®lyat’s right. 
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Q. I now hand you plaintiff’s exhibit 19, Mr. 
Rightmire, and will ask you if you ever saw that 
letter before and if so when and under what cir- 
cumstanees. 

A. Well, this is the letter J referred to a mo- 
ment ago that Mr. Bradshaw brought into Myr. 
Hardy’s office at which time, I was present. We 
discused the [158] letter. After we read the letter 
we discussed it and decided who was going to sign 
it for the Yakima First National Bank—and de- 
cided to have Mr. Crawford sign on behalf of the 
bank. 

Q. Did you see Mr. Crawford sign it? 

A. I don’t believe I did. I don’t recall seeing 
him sign it. 

@. And as near as you can recollect was the 
date December 12 approximately when that oc- 
curred ? 

Mr. Winter: The witness said he didn’t see 
him write it. 

Mr. Cheney: I am asking about the date the 
letter was brought to him. 

A. As near as I ean recollect that far back this 
whole transaction regarding Mr. Miller’s stock, in- 
cluding this understanding we had was fixed up be- 
fore Mr. Miller left in December for California. 
Thats my recollection of it, and I think it was ap- 
proximately the same time that we had the letter 
from Mr. Miller. 

Q. Handing you Plaintiff’s exhibits 16, 17 and 
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18, are those the letters you are referring to as to 
and from Mr. Miller. 

A. Yes, this is the letter I referred to. 

Q. Now, based upon your recollection weuld 
you say that December 12th was or was not ap- 
proximately the date the letter was brought into Mr. 
Bradshaw ? 

A. I think from my best recollection that was 
the approximate date. 

Q. Now, subsequent to those transactions, Mr. 
Rightmire were you present at a meeting of the 
executive [159] committee of the Yakima Holding 
Company—about on April 12, 1935, or approxi- 
mately that date, April, 1935? 

A. Well, I was there on the job at that time, I 
don’t remember that particular date. 

Q. Now, prior to that meeting were you present 
in Mr. Hardy’s office at the time when the tele- 
phone call came in from Mr. Cook? A. I was. 

Q. Your only knowledge as to whom the call 
was from was the conversation at Mr. Hardy’s end. 

A. That’s right. 

Q. Can you give us an idea about when that 
was? 

A. I ecouldn’t say other than it was along in 
the Spring of 1935. I couldn’t say whether it was 
April or May or when it was. The only reason I 
remember that particular conversation— 

Mr. Winter: You didn’t hear any conversation. 

Q. You have some method by which you remem- 
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ber that particular conversation ? A. Yes. 

Q. What is it? 

A. Because of the fact we were considering 
the very angle he had called our attention to 
there were assets in the bank that must be re- 
moved. 

Q. From the conversation that you heard from 
Mr. Hardy’s office can you state in reference to 
what the conversation was about? 

Mr. Winter: We object, if the court please. Its 
apparent he didn’t hear the conversation—he 
couldn’t have [160] heard the conversation. He can 
ask him if he was present when Mr. Hardy was 
talking on the ’phone, and if he heard Mr. Hardy 
make some statements. He couldn’t know who it 
was. It would be hearsay. The only way he could 
know it would be for Mr. Hardy to tell him after- 
ward. 

The Court: That question can be answered ‘yes’ 
or ‘no’. 

BS WES 

@. What was the conversation about? 

Mr. Winter: Well now, we object. 

The Court: Sustain the objection. 

Q. Did Mr. Hardy tell you from whom the 
eall came? 

The Court: Answer ‘yes’ or ‘no’. 

A. Yes. 

Q. Whom did he say the conversation was with? 

The Court: The objection is sustained. 
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Mr. Cheney: We offer to prove Mr. Hardy at 
that time stated it was a eall coming from Mr. Cook, 
National Bank Examiner and that the subject of the 
conversation was whether or not the bank had 
sold the Sunshine stock. That during the conver- 
sation Mr. Hardy told the party on the other end 
of the line the bank believed the stock wonld go 
higher and didn’t want to sell it until they thought 
they could get more money for it—there would be 
a higher market price for the stock. 

The Court: Objection sustained. 

Mr. Cheney: Allow us an exception. 

Q. Looking at Exhibit 15 I will ask you if those 
are the minutes of the Executive Committee meeting 
of the Yakima [161] 

Mr. Winter: Those have been introduced in evi- 
dence. 

Q. (Continuing): ——of the Yakima Holding 
Company at which you were present? 

A. Yes sir. 

Mr. Cheney: You may examine. 


Cross Examination 

By Mr. Keith: 

@. As I understand you Mr. Bradshaw was 
operating officer of the Yakima Holding Compuny. 

ES NGS. 

Q. And Mr. Hardy was president of both fhat 
company and the bank. A. Yes. 

Q. Asa practical matter there was never any 
dispute between Mi. Hardy and Mr. Bradshaw as 
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to the operation of the Yakima Holding Company. 

A. Not to my knowledge. There might have 
been a difference of opinion. 

Q. If it came down to a difference of opinion 
between Mr. Bradshaw and Mr. Hardy, Mr. Har- 
dy’s views would be those that prevailed. 

A. I can’t answer that. I think the Executive 
Committee perhaps would be asked if there was 
any argument. 

Q. Well, the principal property of the Yakima 
Holding Company was the Yakima First National 


Bank ? A. Thats correct. 
Q. Mr. Hardy was head of that? 
A. Yes. 


Q. Without any reflection on any of the rest of 
them Mr. Hardy ran all of them pretty much— 
isn’t that [162] true? 

A. No—I think Mr. Hardy—my impression is 
and believe he distributed his energy to the Yakima 
First National Bank. 

Q. Well, as a practical matter wasn’t he really 
the responsible head of all of those companies, the 
Yakima Holding Company, the Yakima First Na- 
tional Bank, and the Yakima Trust Company and 
the Bank at Wapato? A. Thats true. 

Q. And the mere fact that he had delegated the 
ordinary routine responsibilities of the Yakima 
Holding Company to Mr. Bradshaw didn’t remove 
the fact that he was actually the main man in the 
whole set up, wasn’t he? 
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A. He was the main man—when Mr. Hardy 
delegated the authority and left it to them to earry 
out he insisted they did. 

Q. He designated most of the policies of the 
banks ? A. I think not. 

Q. His opinion was usually followed by the 
Executive Committee of the bank in which you were 
a member ? 

A. I think this—Mr. Hardy was very free to 
express his opinions and they gave weight to it, 
but the executive committee was really the one that 
decided the policy. The executive committee had 
meetings very often to discuss matters of policy, 
large loans, and things of that kind. 

Q. In all of these other matters did you keep 
a record in the bank as carefully as you did of 
this transaction, which was one of considerable 
substance—did your executive committee operate 
pretty much as they did in that transaction [163] in 
other matters ? 

A. QOur executive committee largely, I think, had 
the benefit of more than one person’s judgment 
in matters of policy. 

Q. It was not a formally convencd body very 
often, was it? 

A. The executive committee of the bank was, 
yes. 

Q. Did the executive Committee ever write up 
any record of their transactions ? 

ES J ovimlesnot. 
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The Court: You had a loan committee? 

A. We had a loan committce that passed on 
loans and also had an executive committee that 
passed on large loans— 

Q. It had a different personnel from the execu- 
tive committee? 

A. Yes, thats true. The executive committee 
was Mr. Bradshaw, Mr. Miller, Mr. Hardy and my- 
self after Mr. Larson’s death, and the loan com- 
mittee so called was the active officers of the bank 
—certain of the officers like Mr. Clift, Mr. Hardy, 
Mr. Crawford and myself. 

Mr. Keith: Q. Mr. Rightmire, you said, I be- 
lieve, the executive committee decided after Mr. 
Larson’s death to buy blocks of Sunshine stock 
—you meant by that I assume the executive com- 
mittee of the bank. A. ‘Thats correct. 

Q. Do you remember who all were there when the 
executive Committee decided to do that? [164] 

A. I ean’t definitely remember. I remember 
particularly Mr. Miller was there because he had 
quite a little to say about the Sunshine stock at 
that time. 

Q. Mr. Miller and you and Mr. Hardy were 
there. Do you remember whether Mr. Bradshaw 
was there? 

A. I can’t, but I believe he was. 

Q. You were on the executive committee of the 
Holding Company ? A. Yes. 

Q. This plan you said the executive commit- 
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tee of the bank decided upon required the neces- 
sary participation of the Holding Company. didn't 
it? 

A. For the bank to purchase this stock? 

Q. Yes—it was going to be dene thru the Hold- 
ing Company? 

A. The Holding Company was to earry the 
stock. 

Q. Now. as a matter of fact there was never 
amy meeting of the Executive eommittee of the 
Holding Company prior to the time your eonuit- 
tee from the bank deeided to buy this stoek and 
earry it on the reeords, on the company’s books, was 
there ? A. I believe there was. 

Q. Would you say definttely there was? 

A. I wouldn't say definitely there was. I be- 
heve there was. That’s a long time ago. 

q. Now, as a Matter of fact there wasn't auy- 
thing illegal im the Yakima Holding Company buy- 
ing that stock im 1954, was there ? 

A. Ne. [165] 

Q. Was there anythme im the records of the 
exeeutive committee of the Holding Company that 
would imdieate the exeeutive eommittee of that eor- 
poration decided to buy the stock regardless fer 
whose benefit it was bought? 

A. Not to my knowledge. I don’t know. 

Q. They went ahead and bought it as their own 
transaction without any reevrd on the part of the 
executive committee. 
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The Court: I?ll sustain an objection to that. Its 
a double question. 

Q. When you men who were on the executive 
committee of the bank decided to make this pur- 
chase of stock you, of course, were all aware it 
was illegal for the bank to purchase mining stock, 
weren’t you? A. We were. 

Q. You knew when you went into that hud- 
dle on that day and came to that decision that all 
of you who were there were conspiring to violate 
the National Banking laws? 

Mr. Cheney: I object to that question. That 
is a very serious question. 

The Court: I think the first question is suifi- 
cient—they all knew it was illegal. Now whether or 
not the getting together and agreeing on an ille- 
gal act constitutes conspiracy is a conclusion I 
don’t believe this witness should be called upon to 
make. 

Q. At any rate you gave some consideration at 
that time to what mechanics should be employed 
to work out this objective, didn’t you? [166] 

A. Yes sir. 

Q. You realized, of course, the transaction might 
come in question some time, didn’t you? 

A. Thats right. 

Q. And thats why you decided to impose on 
Mr. Crawford the doubtful honor of being the 
one who approved the transaction. 

A. No, absolutely not. 


| 
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Q. There wasn’t any reason at that time, was 
there, Mr. Rightmire, why the Yakima Holding 
Company could not purchase that stock legally that 
you know of ? A. Not to my knowledge. 

Q. At that time in 1934 it wasn’t within your 
power, or Mi. Hardy’s power, or Mr. Miller, or 
Mr. Bradshaw, if he was there, to definitely as- 
certain with any degree of accuracy whether the 
Holding Company would cr would not make any 
money in the year 1935, was there? 

Mr. Cheney: ‘That is obviously asking for a guess 
on the part of the witness. 

Objection overruled. 

A. What knowledge I had I didn’t think there 
was a possibility of loss to be had—either one of 
those concerns would have had a profit. 

Q. I don’t quite understand that—you thought 
both of the concerns in 1935, both the Yakima 
Holding Company and the Yakima First National 
Bank would have losses during 1935? 

A. At least I didn’t believe there would be a 
profit. [167] 

Q. There wasn’t any possible reason for you 
to arrange the deal the way you did except it 
might affect the income tax of one or the other 


companies. 

A. Yes, there was. Theie was a reason for it in 
my opinion. 

Q. Was anything said about it? 

A. The things that we discussed—we were at- 
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tempting to clean up the assets of the First Na- 
tional Bank as fast as we could, and that was the 
occasion for taking this opportunity—purchasing 
the Sunshine stock and attempting to clean this 
bank up as fast as possible. 

Q. Couldn’t that have been as easily and more 
legally by having the Yakima Holding Company 
making the purchase and making a capital contribu- 
tion or donation to the bank? 

A. Well, in the first place from my standpoint 
all the way thru I was interested in—my interest 
was devoted to working out the Yakima First Na- 
tional Bank affairs. My interest was in the bank 
and not in the Trust Company. The Holding Cor- 
poration owned control of the stock of the Guar- 
anty Trust Company. There were other stock hold- 
ers in the Yakima Trust. In the bank all the stock 
was owned, with the exception of a few, was owned 
by the Holding Corporation, except qualifying 
shares of the directors. 

Q. None of you men owned any shares except 
as qualifying shares in the bank itself? 

A. Thats right. 

Q. But all owned shares in the Holding corpo- 
ration. A. Yes. [168] 

Q. And thru your ownership in the stock of the 
Holding Corporation you had your interest in the 
affairs of the bank? A. Thats all, 

Q. As a practical matter there wasn’t any rea- 
son at all why the Holding Company could not 
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have purchased these 12,500 shares of stock, realized 
whatever profit they might have received out of it 
and made a capital contribution or donation to the 
bank, was there? A. I think there was. 

Q. What was the reason? 

A. In other words, there were stockholders in 
the Yakima Holding Corporation—in other words, 
the Guaranty Trust Company had stock holders 
that owned stock directly in the Guaranty Trust 
Company that were not owners of stock in the 
Holding Corporation. 

Q. What effect would that have on the affairs 
of the Yakima Holding Corporation if the Hold- 
ing Corporation decided to make a capital con- 
tribution— 

A. In other words the ownership was not iden- 
tical. We were not attempting to work out any- 
thing in our arrangements and im our conversa- 
tions—the thing we were attempting to do was to 
work out matters for the Yakima First National 
Bank directly. 

Q. All the previous financing of the Yakima 
First National Bank had been done thiu the Yakima 
Holding Company, hadn’t it, so far as the capital 
stock was concerned. 

A. Yes, they owned the eapital stock. [169] 

Q. They put up the money for the capital stock? 

me Thaserrent. 

@. And there wasn’t any reason why the Yakima 
Holding Company if they wanted to or needed to 
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could make a further capital donation, or purchased 
some shares of stock, or any other way to put some 
money, some more money into the bank. 

The Court: If they made a capital investment 
in the bank that would simply increase the stock 
liability of the bank and wouldn’t have made it pos- 
sible to take out criticized assets. 

Mr. Keith: It could have been a donation. 

Q@. When you come right down to it the only 
situation that prompted you members of the execu- 
tive committee of the bank to take the course of 
action you took was of the possible effect it would 
have on the income tax of one or the other of the two 
companies ? A. It was not. 

Q. Now, let’s go back a little bit. The affairs of 
the bank had been in a somewhat precarious condi- 
tion and had been the subject of criticism for some 
time by the National Bank Examiner. A. Yes. 

Q. This wasn’t the first step which had been 
considered by the executive committee to relieve that 
situation, was it? 

A. The executive committee talked and thought 
of everything in the world. That was the first time 
we had an opportunity to make an investment which 
in the [170] opinion of the executive committee was 
a good chance to show a profit. 

Q. There had been other plans proposed and con- 
sidered by you men to rehabilitate the capital struc- 
ture of the bank? Anes: 

@. You had considered, among other things, 
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the purchase of preferred stock in the Reconstrue- 
tion finance Corporation. 

A. That had been considered. We were forced to 
consider it, in other words. 

@. Among other things you were not forced to 
consider you had considered the possibility of con- 
solidating the Guaranty Trust Company and the 
Wapato bank or the First National Bank and there- 
by bringing some new capital into the structure. 

A. That’s right. 

Q. Do you know as a matter of fact on several 
occasions Mr. Hardy had informed the National 
Banking Department he would be able to put about 
three hundred thousand dollars new capital into the 
bank by purchasing from the Yakima Holding 
Company some of these deteriorated assets of the 
bank ? 

Mr. Cheney: I object to his knowing what Mr. 
Hardy did. 

The Court: Let’s substitute the word depreciated 
for deteriorated. 

Q. Do you know of any such discussion between 
the Banking Department and Mr. Hardy? [171] 

A. Iknew of the discussion but I didn’t know of 
any specific $300,000. 

Q. Do you know of a discussion along that line 
—maybe two hundred or two hundred and _ fifty 
thousand ? A. Yes. 

Q. You know in connection with these discus- 
sions the proposal, this exchange of letters between 
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Mr. Miller and the bank was a part—that had some 
relationship to this way of raising, increasing the 
capital structure of the bank ? 

A. Mr. Miller tried personally to help that much, 
and I know it was hoped that others might assist 
in the same way. 

Q. He put the condition in his letter that the 
‘‘exchange will not be completed unless a sum suffi- 
cient to make the total of new money to be pro- 
vided for the Yakima Holding Corporation equals 
the sum of at least $200,000-—— 

A. In the final analysis Mr. Miller I think con- 
sidered that more of a donation on his part—he was 
in hopes—there was only one other large stockholder 
that in his opinion would collaborate with him— 

Q. That was the Larson estate? A. Yes. 

@. And at first, at least, he was unwilling to 
make his contribution unless the Larson estate 
would likewise do it. 

Mr. Cheney: I think he is asking for a conclusion 
as to what Mr. Miller was willing or unwilling to 
do [172] is argumentative. 

The Court: It is probably improper cross exam- 
ination of this witness. It might have been proper 
cross examination of Mr. Hardy, but this witness so 
far as this transaction is concerned was asked only 
as to the details of the transaction. 

Q. Mr. Rightmire, were you ever present at con- 
versations between Mr. Cook and My. Hardy rela- 
tive to this plan of the Larson estate and Mr. Miller, 
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and perhaps Mr. Hardy himself, and other inter- 
ested parties making a contribution on behalf of the 
Holding Company which would permit the Holding 
Company to purchase the depreciated assets from 
the First National Bank? 

A. Not that I remember of. We discussed so 
many different plans with Mr. Cook—that specific 
one I can’t remember. 

Q. Your recollection of Mr. Cook’s mention of 
the word ‘ultra vires’ is much clearer than any of 
these other conversations ? 

A. That is one of the things I remember. 

Q. And your recollection of long distance tele- 
phone calls is likewise much clearer than any of these 
other discussions with Mr. Cook? 

A. No, I wouldn’t say that is much clearer. Some 
other things I remember just as well as that. 

@. I think you testified on direct examination 
using the words ‘it had been done’—when reference 
was made to Mr. Cook of these shares of stock— 

A. Yes. 

Q. You wouldn’t say very definitely would you 
that [173] that conversation instead of taking place 
at the time of the December examination in 1934 
took place in the June Examination of 735? 

A. No, I can remember the June examination 
1935 as clearly as I can the December, maybe more 
SO. 

Q. As a matter of fact that conversation took 
place in June, 1935, and not in December, 1934. 
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A. No, it was a different line of conversation in 
1935. 

Q. You didn’t keep any notes of the conversa- 
tion, did you? A. Why, no, absolutely not. 

@. You testified that Mr. Cook said at that 
time he believed he wouldn’t enter in his report any 
mention of this illegal transaction on the part of 
the bank but unless it was rectified by the time of his 
next examination he would. Are you very certain 
whether My. Cook ever made any statement of that 
type at all? A. Its my recollection, he did. 

@. Would you say very definitely he did make 
such a statement he would report any violation of 
the National Banking laws to his superior officer if 
you went ahead and completed the transaction up 
to the time of his next examination? 

A. I believe that statement was made. 

Q. You wont say definitely it was made, would 
. you, Mr. Rightmire? 

A. Yes, I will have to say definitely that state- 
ment was made. [114] 

@. Then if you say definitely it was made then 
isn’t it a fact a statement along those lines—not 
exactly in those words, was made in June, 1935, 
after the transaction had been completed, and not 
before it had been completed. 

A. In 1935, frankly, we were very much pleased 
to have this charge off its out when the Examiner 
came along—We had been proposing to clean them 
up as fast as we could. I know I didn’t hesitate to 
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tell him about the way we cleaned them up and the 
amount of money we had to apply from the Sun- 
shine sale in taking out these assets. 

That was after it was done? 

That was in the June examination. 

June of 1935? 

That’s right. 

You were perfectly willing to make the revela- 
tion to him at that time? 


OPore 


A. We always had told him exactly what our 
situation was. 

Q. Now if you took Mr. Cook so completely into 
your confidence in December, 1934, why did you go 
to the trouble you did to work out the mechanies 
of the deal so it wouldn’t appear on the records of 
the bank ? 

A. I think Mr. Cook, or any other examiner, will 
tell you we always gave them any information we 
had regarding the condition of the bank and 99% 

Q. What purpose could be served by not making 
a clean record of it on the books of the bank 
if you were going to [175] make a complete dis- 
closure of it at that time he came and you had this 
ultra vires deal? 

A. He was just as much interested in helping 
work that bank out as we were—he wanted to help 
us in every way. 

Q. Tf you and Mr. Hardy and Mr. Miller and 
Mr. Bradshaw kept all the records of the transac- 
tion off the books, if as you say you made a complete 
disclosure of the transaction to the National Bank- 
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ing Department through Mr. Cook — what was 
gained by not making a record of it on the books 
of the bank? 

A. There was nothing to gain until we either 
developed a loss or profit, and had taken these assets 
out. That is the thing we were striving for—the 
only thing we had in mind was to take those erit- 
icized assets out of the bank. 

Mr. Keith: I think that’s all. 


Re Direct Examination 
By Mr. Cheney: 

@. There was no particular reason, Mr. Right- 
mire, why you could not have borrowed the money 
from the bank and bought the stock and realized a 
profit on it and donated it to the bank yourself? 

A. No. 


Q. Or Mx. Hardy or anybody else? A. No. 
Mr. Cheney: Thats all. 
Witness excused. [176] 
R. M. HARDY, 


recalled, having been previously sworn, testified as 
follows: 
Direct Examination 
By Mr. Cheney: 
Q. The question was asked you this morning in 
reference to why the Holding Company, neither the 
Holding Company of the bank received any dividend 
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on the five thousand shares of stock that Alex Miller 
delivered to the Guaranty Trust Company on the 
1ith day of December, 1934. 

My. Winter: Object to that—that question 
wasn’t asked of him. The question was whether they 
reported such dividends. 

Q. Did either the Yakima Holding Company or 
the Yakima First National Bank receive dividends 
on that five thousand shares? ee NO! Sir. 

@. Who received those dividends? 

A. Alex Miller. 


Cross Examination 
By Mr. Winter: 

@. You did receive dividends on October Ist, 
1934, on the 7500 shares at 16¢ a share, $1200—the 
Holding Company— 

Mr. Cheney: Object to that—not proper cross 
examination. That has already been testified to. 

The Court: My impression is you asked Mr. 
Hardy if the Holding Company — that there had 
been no report on the dividends by the bank on the 
five thousand shares [177] and he answered neither 
the bank or the Holding Company got it. 

Mr. Winter: We will offer the general ledger in- 
come account for 7384 and ’35 and that should be 
sufficient. 

The Cowt: You mean the whole thing? 

Mr. Winter: No, the dividend account showing 
those two entries on the Yakima Holding Company 
this sheet right here. 


books 
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The Court: The Holding Company did receive 
dividend on the 7500 shares. 

Mr. Winter: Yes, your Honor—took it into this 
account—October Ist, 1934, Sunshine Mining Com- 
pany dividend—7500 shares—at 16c—$1200. 

The Court: Can’t that be stipulated ? 

Mr. Cheney: Yes. 

Mr. Winter: And also stipulated in the income 
account of the Yakima Holding Company for the 
year 1935 shows entry January 2d, 1935, items Sun- 
shine Mining Company dividend, 7500 shares, at 20¢ 
credit $1500. 

Mr. Cheney: ‘That is so stipulated. 

Mr. Cheney: With that I rest. 

Mr. Winter: At this time we move to dismiss 
the action on the grounds that the plaintiff has failed 
to sustain the burden of proving the allegations of 
its complaint. 

The Court: The motion is denied. 

Mr. Winter: Exception. 

The Court: Exception allowed. [178] 


WILLIAM BRADSHAW, 


a witness called for and on behalf of the defendant, 
having been duly sworn, testified as follows: 


Direct Examination 
By Mr. Winter: 
Q. Your name is William Bradshaw? 
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 hat’s tight. 

Q. Where do you reside? 

A. Olympia, Washington. 

Q. What is your present occupation ? 

A. Ihave a general merchandise store there, and 
also Post Master. 

Q. Are you the son of Mr. George H. Bradshaw ? 

A. Thats right. 

Q@. Who was secretary of the Yakima Holding 
Company ? A. Yes. 

@. Were you employed by the Yakima Holding 
Company ? 

A. I was employed by the Guaranty Trust Com- 
pany. 

Q. Did you keep the books and records of the 
Yakima Holding Company? 

A. Iwas bookkeeper. The Guaranty Trust Com- 
pany had charge of the Yakima Holding Company 
books. 

Q. When did you enter the employment of the 
Yakima Holding Company as bookkecper ? 

A. When it was first organized—I couldn’t tell 
the date of that. 

Q. Well, approximately, was it prior to 1934? 

A. Then, or thereafter. I don’t know what date 
the Yakima Holding Company was incorporated 
now. If you look at the books— [179] 

Q. Were vou keeping the books of the Yakima 
Holding Company in August, 1934? “A. Yes. 
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Q. How long after that did you continue to keep 
the books? A. Until July, 1937. 

Q. At that time what was the occasion of your 
leaving ? 

A. I left the Guaranty Trust Company. 

Q. Just explain to the Court what your duties 
were in connection with keeping the books. 

A. Well, putting it the simplest way, I was the 
bookkeeper. 

@. Under whose direction did you make the en- 
tries? 

A. Well, my father and also Mr. Ed Hoffman. 

Q. What connection did Mr. Hoffman have with 
the Holding Company ? 

A. He was a stockholder. I don’t know whether 
he was an officer or not. But he served as an audi- 
tor, you might say. 

@. Are the entries shown on plaintiff’s Exhibit 
_ 11, page 39, in your hand writing ? 

A. Yes, they are. 

@. When did you make this entry, if you recall, 
after the entry of ‘‘J. D. Keck Revenue stamp re- 
transfer stock’’ the arrow pointing up to explana- 
tion of previous items, the words-—‘‘under letter 
dated 12/11/34 Alexander Miller agreed te exchange 
5000 shares stock Sunshine Mining Company @ $12 
per share for 4000 shares stock Yakima Holding 
Corporation @ $15 per share’’? [180] 

A. I would make that right on the first, or not 
later than the succeeding entry there. 
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@. You had made the previous entry before you 
entered that item? A. Yes. 

Q. That is dated May Ist. 

ma That’s right. 

Q. The entry to which that statement refers was 
an entry made previous to May first. 

A, Yes. 

@. You didn’t leave any space there. Do vou 
reeall at whose direction you made that entry? 

A. That would be under my father’s direction. 

Q. I will show you what is marked Plaintiff’s 
Exhibit ‘‘10’’—referring to the item 7/17 Y.F.N.B. 
1000 shares—Sunshine Mining stoek—cheek 7—7725 
—just explain what the sum $7725 refers to. 

A. That represents 1000 shares of Sunshine 
Mining Company stock. 

@. Charged to eash disbursements. 

A. Yes. 

Q@. What does Y.F.N.B. refer to? 

A. Yakima First National Bank. 

Q. Is that the company to whom the check was 
issued ? 

A. Yes the cheek was in their favor. 

Q. That has referenee to the payee of the check ? 

Mr. Cheney: I object to that. That’s the same 
question I asked Mr. Hardy and it was objected to 


at the time as not being proper 

The Court: I sustained the objection. There was 
no [181] evidence that Mr. Hardy hed any book- 
keeping experience, and no knowledge of the mean- 
ing of initials or hieroglyphies of bookkeeping en- 
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tries. There is no evidence that he, personally, as 
an officer of either the bank or the Holding Com- 
pany knew what the particular items of that entry 
meant. I will overrule the objection so far as this 
is concerned. 

Q. Will you please explain the item appearing 
directly under that? 

A. Y.F.N.B. five thousand shares Sunshine Min- 
ing Company stock, $40,000. 

@. What does that mean? 

A. A cash disbursement of forty thousand dol- 
lars for five thousand shares of stock. 

Q. By the Yakima Holding Company? 

A. Yes. 

Q. Just who was the check paid to? 

A. To the Yakima First National Bank. 

Q. And the items, the two remaining items, one 
for $6320, and $5530, were also checks to the First 
_ National Bank? A. Yes. 

Q. I show you plaintiff’s Exhibits ‘‘13’’ and 
‘*14”? which is the Yakima Holding Company’s 
check book with the stubs of checks issued—are 
those checks in your hand writing on those stubs? 

A. My father’s hand writing. 

Q. The check No. 345—348—349 and 350 are the 
checks referred to in Exhibit 10? 

A. Yes, that’s right. 

Q. Then the check 347 is in favor of the Yakima 
[182] First National Bank for a thousand shares of 
Sunshine Mining Company stock—how was that 
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stock carried on the books of the Yakima Holding 
Company, in what account? 

A. Well, turn to the ledger—Sunshine Mining 
Company stock 

@. In this book here? 

A. Yes—(Exhibit 12)—that is where these items 
were posted. 

Q. What do you call this sheet? 

A. This book here is the general ledger. 

Q. That would be the stock ownership account 
of the Sunshine Mining Company stock. 

A. Yes—this is Sunshine Mining Company 
stock. 

Q. Owned by, according to the books—Yakima 
Holding Co.? 

Mr. Cheney: Object to that as calling for a eon- 
clusion. 

Objection sustained. 


Q. This Sunshine Mining Company stock—is 
that carried on the asset side of ‘*C’’? 

A. Yes, carried as an asset of the Yakima Hold- 
ing Company on the books. 

Q. I will ask you, Mr. Bradshaw, if at any time 
prior to talking with the Government Revenue agent 
along about a week ago at your home on Orcas 
Island, whether or not you had any knowledge 
whatever then, other than the stock of the Sun- 
shine Mining Company was owned by the Yakima 
Holding Company ? 

Mr. Cheney: That’s calling for a conelusion— 
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the same as your Honor just sustained objection to. 

The Court: As a bookkeeper acting under spe- 
cific [183] direction of some one else the book- 
keeper doesn’t necessarily know the question of own- 
ership. He knows what he is instructed to put down 
in the books. He wasn’t a general bookkeeper act- 
ing without definite instructions from his superior 
officer. 

Mr. Winter: I will reframe that question. 

Q. Do the records of the Holding Company kept 
by vou during all this time show any entry that 
stock was held or owned by the Holding Company, 
Sunshine stock was held by the Holding Company ? 

A. In the Sunshine stock account in the ledger 
the stock purchases were shown there. 

@. As purchased by the Yakima Holding Com- 
pany. A. Yes. 

@. Is there any mention anywhere in the books 
of the Corporation that it is being held for the ac- 
count of any one else? A. No. 

@. None whatever? 

A. No, I don’t believe so. Jt was purchased 
from the Yakima First National Bank. 

Q. And carried on the books in this entry as 
stock of the Yakima Holding Company ? 

A. Yes. 

Q. Will you refer to the Cash Disbursements 
Journal, page 21—of Defendant’s Exhibit ‘‘D’’? 

A. What is it you wanted ? 

Q. Will you just explain the entry May Ist, 
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1935—read it to the Court and state what it refers 
to. [184] 

A. Could I see the General Ledger first?  . 

Q. At what page? 

A. At page—its the reserve for stock investment 
account. It’s this one here. 

@. Read the whole item. 

A. ‘‘May 1, First Security & Loan Company, 
payment Reserve account in full, cheek 383, $78,- 
000”. That money was paid out and it was debited 
to reserve for stock adjustment account. 

Q. General ledger of what 

A. Yakima Holding Company—or Corporation, 
rather. 

Q. That was for the purchase of what? 

A. The First Security purchased Yakitna Hold- 
ing Corporation shares for $16,785, which was for 
the Yakima Holding Corporation stock. 


@. Investment? A. Investment. 
Q. The corporation invested that amount for its 
own stock? A. Yes. 


Q. Who was it purchased from? 

A. It was purchased from several—h. J. 
Tempke, 33 shares; E. H. Powell, 40 shares; Wash- 
ington Nursery Company, 133 shares, and Katherine 
EH. Van Slyke 13 shares, that is a total of 1119 
shares, purchased at $15 a share which totaled 
$16,785. 

Q. Now, turn to the Cash Receipts Journal at 
page 39 (Plaintiff’s Exhibit 11). A. Yes. 
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Q. Explain the item shown there. [185] 

A. That deseripiton here is a description of what 
this entry is for. 

Q. Of the 

A. The Sunshine Mining Company stock, five 
thousand shares at $12 which was a debit item in 
the Yakima Holding Corporation stock investment 
account—1119 shares at $15 which was a credit of 
$16,785. 

The Court: Which means that you purchased 
enough of your Holding Corporation stock to make 
up the $16,000 to pay to Mr. Miller for Sunshine 
stock? A. Yes. 

Q. Sunshine at $12 and Holding Corporation at 
$15. 

A. Mr. Miller got 4000 shares of Holding Cor- 
poration stock and those 1119 shares were purchased 


from these various stockholders and the remaining 
number of shares came out of the capital stock of 
the Yakima Holding Corporation. 

Mr. Winter: That’s all. 


Cross Examination 
By Mr. Cheney: 

Q. You say you kept these books under the di- 
rection of your father? A. Yes. 

Q. When the entries appear on these books in a 
certain way those were made at the instance of your 
father ? A. Mr. Hoffman, also. 

Q. Wasn’t the only question you took up with 
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Mr. Hardy the question income tax at the end of 
the year? A. Not always. [186] 

Q. Most of the time? 

A. All of the entries I made in the books with 
reference to the 12,500 shares were made—— 

@. Were made by you at the direction of your 
father ? A. Yes. 

@. So far as you know, Mr. Bradshaw, you have 
no personal knowledge as to whether or not any- 
body ever bought any stock from the First National 
Bank? 

A. You mean this Sunshine stock ? 

Q. Yes. 

A. All I know it was purchased from them. 

Q. How do you know that—hbecause your father 
told you to make the entries on the book, Yakima 
First National Bank ? 

A. Well, the shares was issued to the First Na- 
tional Bank. 

@. All you know is the shares were issued—— 

A. Yes. 

Q. And your father told you to make the entry 
in a certain way? A. Yes. 

Q. Now in your father’s instructions to you he 
told you, did he not, that the Holding Company had 
an understanding with the bank with reference to 
the purchase of the 7500 shares which was going to 
be purchased by the Holding Company, for the ac- 
count of the bank, and in fact weren’t you showed 
the letter he had signed himself so you could be cor- 
rect in making your entries? 
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A. Yes, that was in relation to this entry 
—— [187] 

Q. That is the letter you referred to when you 
made the explanation of the entry in May in the 
Cash Disbursements Journal ? A. Yes. 

@. However in keeping the books of the com- 
pany your father told you to enter it as you have 
put it up there, and to put in the record Y.F.N.B. 
in front of or attached to the entry in reference 
to that account, didn’t he? 

A. Yes, it was set up that way. 

@. And that was at his instance? A. Yes. 

(). And when you opened the gerieral ledger ac- 
count, the account on your books ealled the Sun- 
shine Stock Account, it was opened simply and only 
for that one particular deal—the 12,500 shares. 

A. Yes that was all the stock that went into it. 

(). And you never had any account prior to that 
time? A. No. 

Q. With the exception of that one transaction 
there never was any other transaction of Sunshine 
stock? A. No, that is all. 

Q. When you came to opening the books in the 
general ledger and making the entries in Plaintiff’s 
Exhibit 12, your father told you to put the entry 
of ‘““Y.F.N.B.—1000 shares—$7.7214,”" and ‘‘Y.F. 
N.B. 5000 shares—$9—$40,000’’ and the balance of 
it—is that correct? 

A. Yes, that was the entry. [188] 

Q. Back in May when the Bank paid the Hold- 
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ing Company the first $61,451.50 that was to repay 
the Holding Corporation for all the money it had 
in the 7500 shares, plus the write up and plus $1.50 
transfer charge, is that correct? A. es, 

Q. And they paid you at the same time $60,000 
which was full payment, according to the agreement 
in your father’s instructions—they paid you sixty 
thousand dollars which was full payment of the five 
thousand shares of Sunshine stock in accordance 
with their part of Exhibit ‘12’’ transaction and 
that was done with the express understanding the 
stock would be taken over by the bank at the stipu- 
lated price of $12——- 

Mr. Winter: Just a moment—are you referring 
to Alex Miller’s letter 

The Court: That’s the only letter—he never saw 
this one—— 

Mr. Winter: The witness testified he saw this 
letter 

The Court: He testified that was the letter he 
saw. He testified the entry he made on May first 
was the result of Alex Miller’s letter. Then he was 
shown Exhibit 19, and he said that was the letter 


on which he made the entry. 

Mr. Winter: Let him look at the letter. Don’t 
try to confuse him—and see if he ever has seen the 
letter before. 

Witness: I believe this is the letter. 

Q. Let’s just go over this, Mr. Bradshaw—I 
don’t [189] believe its quite clear. Now the Cash 
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Receipts Journal, Exhibit 11—now, let’s take the en- 
tries—page 39—and check these items—. It was 
understood the stock should be purchased by the 
Yakima Holding Corporation to be reimbursed for 
anything actually paid for the stock, plus a small 
appreciation if that should be found necessary, or 
deemed necessary. Now, let’s go back for a moment 
and check this out. Take the first item of May Ist, 
1935, Yakima first National Bank, sale of 7500 
shares Sunshine Mining Company stock, $61,451.50 
—is there any place to show from where you got 
that money—or whose check that was? Now, look 
back to Exhibit 11—the item of cash receipts—it 
shows a receipt of $61,451.50, does it not? 

A. That’s right. 

Q. I now hand you exhibit 20, and will ask vou 
if the check on there—the top one—isn’t that check ? 

A. Yes, it is. 

Q. Now, to be able to figure out the items that 
are contained to make up this check of $61,451.50, 
will you look at exhibit ‘‘12”’ and see if it isn’t a 
fact that that item was made up of the purchase 
price of 7500 shares of stock—and the item 25c 
write up or $1875, and an item of $1.50? 

A. That would be right. 

Q. That check, then, represents the entire ac- 
count paid to the Yakima Holding Company on the 
7500 shares—plus the two items, $1875 and $1.50. 

A. Yes. [190] 

@. That’s correct, isn’t it? A. Yes. 
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Q. Now, the next item on Cash Receipts is the 
sum of $60,000, is it not? A. Yes. 

Q. Now, that reads ‘‘Yakima First National 
Bank sale of five thousand shares stock, Sunshine 
Mining Company, @ $12 per share’’. 

A. Yes, that’s right. 

Q. Now, I will ask you if your father didn’t 
show you the letter (Plaintiff’s Exhibit 19—Decem- 
ber 12) and tell you at that time—read the second 
paragraph now 

A. This letter you presented me is December 
12th—— 

Q. I am asking you about this $12 per share— 
$60,000—I am asking you to check that entry 

Mr. Winter: JI submit his question is un- 
fair 

The Court: We are trying to find out what the 
bookkeeper’s entry means. Objection overruled. 

A. The explanation under Letter dated 12/11/’34 
Alexander Miller agreed to exchange stock, 5000 
shares of Sunshine Mining Company stock at $12 
for four thousand shares of Yakima Holding Cor- 
poration at $15. 

Q. That is an explanation of an item I didn’t 
call your attention to. The item I am referring to 
is the item below that—Yakima First National 
Bank sale five thousand shares Sunshine @ $12— 
$60,000—I am asking you if that isn’t the item ex- 
actly referred to, which letter was showed you, and 
you followed instructions [191] in reference to it— 
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that letter of December 12th which I asked you to 
read. 

A. You are referring to this $60,000? 

Q. Sixty thousand dollars. 

A. This would be the explanation of that $60,000 
evidently—now—let’s see—— 

The Court: Who put that on there? 

A. This is my writing here—this 1s my entry 
here 

The Court: Why, if this was the explanation of 
the $60,000 did you put the arrow up above it 

A. That’s what I was wondering 

The Court: Don’t let the lawyers confuse you. 
Try to figure out where you got the information 
from from which you made that entry. 

A. It was on my father’s instructions I made 
that entry. 

The Court: Look at that letter of December 11th 
and see if there is enough information in that letter 
to have enabled you to have made the entries. 

A. That would be the letter, then, because this 
is of the same date. 

Q. Where is there anything in that letter that 
would enable you to know it was to be exchanged 
at $12 per share and $15 per share—what they are 
trying to get at is to find out whether you ever saw 
this letter before (Exhibit 19). Is there any other 
trace of this transaction you could find which other- 
wise than the letter of December 11th you could 
have used to have acquired the information from 
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which you made this [192] explanation ‘‘to ex- 
change 5000 shares stock Sunshine Mining Company 
(@ $12 for 4000 shares Yakima Holding Corpora- 
tion at $15’’? 

A. It appears there must be a letter there for 
the information—although this is evidently an error 
in the date of the letter because from this letter 
here I couldn't have made this entry here (referring 
to 48") but 1 could from this letter (‘*19"’). 

Q. Do you think vou ever saw this letter before? 
(Referring to ‘*19"’). 

A. You see my father was Secretary and 
he kept such papers as this, and in case of any in- 
formation he would give the information which I 
would take down on a serateh pad of paper for my 
information, and then make my entry in the book. 

Q. When you made the notation in the book to 
the effect vou got the information from a letter— 
its perfectly all right—don’t hesitate to say you did 
if vou did—that vou got vour information from a 
letter when as a matter of fact vour father took the 
information from the letter and transmitted it to 
you without showing you the letter. 

A. The way he would often do—he would hold 
the letter before me so I could get from it what in- 
formation I would desire, then as soon as I got that 
information he would take the letter and place it 
where he kept them. 

Q. Now, this Yakima Holding Corporation stock 
investment account 
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A. There would be an account here with that 
same [193] name (Exhibit ‘‘C’’)—that was an ac- 
count opened and closed the same day—you see it 
refers to 1119 shares of stock. 

@. You opened that as an investment account? 

A. Yes, in which the Yakima Holding Corpora- 
tion held 1119 shares of their own stock. 

@. You didn’t make a similar distribution on 
your book here but just showed it by that notation 
because of the fact here was only one transaction, 
is that right? 

A. That’s right, yes. You see its also on this 
other journal here—this entry here of debits— 
there’s an entry of the same amount here you see. 
This is a debit entry and this is a credit entry which 
takes it off the books. 

@. During the time you were there was there 
any time when the Holding Company held assets in 
. trust for anybody else for or on behalf of anybody 
else ? 

A. Well there was for certain notes they held 
for a short time—then of course the bank stocks— 
are you referring to that? 

Q. No. I am talking about—did you have any 
account in the Holding Company where the Holding 
Company was holding the assets, or where they had 
money in the bank they were simply holding in trust 
for somebody else, or on behalf of somebody else? 

A. No, because you see the Yakima Holding Cor- 
poration books were in complete balance all the 
time. 
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Q. What I wondered where—whether or not 
there was any other account in which this Sunshine 
Mining stock [194] transaction 

A. That would be the only account im the 
Yakima Holding Corporation books. 

Q. You didn’t have trust accounts of any kind? 

A. No—this was the account here. 

Mr. Cheney: Q. Now, on page 49—this item of 
$60,000 received on the date of May 1st—— 

A. Yes. 

Q. Calling your attention to a cheek for— 
eashier’s check for $59,005 in Exhibit 20, and ask 
you if that isn’t the eheck to which you referred 
and made this entry of. 

A. Yes, it evidently is, all right. 

Q. That is the entry? A. Yes. 

Q. The total of those two cheeks is $121,451.50. 

A. Yes. 

@. That would be the total of the Sunshine stock 
account in the general ledger and the only one in 


front of you now. 
A. Yes. Well, there is another item in there— 
revenue stamps 
Q. That has nothing to do with this case. You 
see 
A. You see, Joe, this check here—this total in 
red figures is the total of all of these checks and 


all of this money here isn’t 
Q. $121,451.50 is the same debit you applied in 

the General Ledger to balance out any interest the 

[195] Holding Company had in Sunshine stock. 
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A. That is right. 

Q. Outside of the information given to you by 
your father or from reading the letters and from 
the two checks that constitute Exhibit 20, you had 
no information whatever as to what was the sale 
price of the stock unless that was the sale price of 
the stock? A. No, I did not. 

Q. So that on your books it appears that the 
Yakima Holding Corporation sold to somebody 
12,500 shares of Sunshine stock on May Ist, 1935, 
for a total consideration of $121,451.50. 

Q. Yes, there was that much received in. 

@. As far as the books show. A. Yes. 

Q. Now, the truth of the matter is those two 
items constitute just the cost of the Sunshine stock 
of the Yakima Holding Corporation—and a 25¢ 
write-up. A. Yes. 

Q. Now, one other thing—every place on the 

books of the Holding Company where there is any 
reference to those 12,500 shares of stock, or any 
part of it, whether purchase, or sale, or anything 
else, it is tied in with the initials ‘YFNB’. 

Mr. Winter: I object—that is not a fact—— 

Mr. Cheney: JI am referring to all three books, 
regardless of what it is, in evidence, or where this 
stock is referred to—— [196] 

The Court: Go ahead and ask him. So far as 
the Cash Disbursements it can’t mean anything be- 
cause he did it in every instance. 

Q. In every record you have, including the cash 
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disbursements journal—wherever this stock, or any 
reference to it 1s made in the books you have con- 
sistently attached to the entry ‘Y F N B’—cither in 
initials or letters—that is true, 1s it not? 

A. Yes, it is prefixed by those letters. 

The Court: Now in your general ledger if you 
had not set up a specia] account for the Sunshine 
Mining stock where would you have put that—if 
you didn’t open up a new distribution where would 
you have put it? 

A. My instructions were to open such an ac- 
count. Excuse me, what was that question again? 

The Court: If you hadn’t opened up in your 
journal-ledger an account entitled Sunshine Min- 
ing Stock account, which is plaintiff’s exhibit ‘12’ 
here and you would put it into any account you 
had opened up, where would you have put it? Aside 
from your instructions where would you have put 
it? 

A. You could in a ease like that, if not given 
any specific instructions on stocks that were going 
to be purchased and sold from time to time and 
not being held indefinitelv, you have the stock 1n- 
vestment account, but that would be improper here. 

The Court: On August 17th, 1934, you didn’t 
have any place in the general ledger—you had to 
open up a new account. [197] A. Yes. 

Mr. Winter: Does the witness consider that an 
investment account that you did open up? 

A. That would be an investment account. 
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The Court: If these were assets of the Holding 
Company, owned by the Holding Company why 
did you insert the initials YF NB before them when 
you set up the special account which is ‘ Plaintiff’s 
Exhibit 12’? 

A. Well, those were my instructions to set them 
up in that manner. 

Mr. Cheney: Instructions from whom? 

A. My father. 

Q. (By Mr. Winter) Would it be customary to 
put the name from whom you purchased the stock 
in that account? 

A. Yes, that would be, also. 

@. You did that thruout all your records? 

The Court: Where is your real estate account— 
did you have a real estate account? 

A. Yes, there is one there. Here is the real 
estate—now here you see, for instance, at that time 
here is the total amount of the real estate the Yak- 
ima Holding Company had, and as it was purchased. 
and sold I took the red ink pen in order to make 
it clearly discernible to any person else, and also 
myself, when an item was taken out—— 

The Court: In your real estate account your 
first item shows you purchased $200,000 worth of 
real estate. Items eight to twelve you sold certain 
lots—— 

A. Yes—Rankin made two payments—— [198] 

The Court: In every instance where vou either 
purchased something from somebody or paid paper 
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men or material men you showed the names of the 


firm from whom you purchased it. A. Yes. 
Q. Or material or labor you paid for in your 
real estate account. A. Yes. 


Q@. The same as is shown here this was purchased 
from the Yakima First National Bank? 

A. Yes, that is to whom the check was issued. 

Mr. Cheney: And you say the reason for the 
way the accounts were carried in so far as this 
transaction is concerned was following out the in- 
structions of your father, George H. Bradshaw. 

A. Yes. 

Q. The Court asked you if that account had 
not been opened where would you have put it— 
isn’t the answer to that you would have asked your 
father as to where you should put it and opened 
the account according to his directions? 

A. Yes. 

Q@. You wouldn’t have put it any place until 
you consulted your father and found out where it 
should be put. 

A. No, if I had had to determine myself I would 
have placed it in this stock investment account. 

Q. Would you have done that if you had had to 
determine it yourself or examined the letter and 
opened up an account that reflected the information 
as contained in [199] the letter, Exhibit ‘19’? 

Mr. Winter: Object to that 
elusion of this witness—— 
Objection sustained. 


calling for a con- 
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The Court: The question you should ask him is 
whether or not he would insist on finding out more 
information about it—that’s what most people would 
do. 

Mr. Cheney: I asked him if he would have done 
anything until he asked his father—he added on ‘if 
I had to make up my mind myself’ or something to 
that effect. 

Q. You have exhibit ‘19’ in front of you, and if 
you were making an entry to reflect the purchase of 
the 7500 shares and the 5000 shares as referred to 
in that letter—how would you have opened up the 
account ? 

A. I would have done it in the manner in which 
it was done—opened up an account for the Sunshine 
Mining Company account. 

@. You would have opened up an account ex- 
actly as it was if you were doing it yourself fol- 
' lowing the letter, Exhibit 19, you have in your 
hand? 

A. At that time, of course, I was instructed by 
my father as to how to set the account up. 

@. The only reason I am asking this question 
is on account of the answer you made to his Honor’s 
question—you do have the exhibit in front of you, 
will you kindly read it and answer the question on 
your own responsibility, if you had not had any in- 
structions how would you have opened an account 
on your books reflecting the instructions in Exhibit 
19 before you? [200] 


United States of America 207 


(Testimony of William Bradshaw.) 

Mr. Winter: I don’t understand the question. 

The Court: Do you understand the question? 

A. Yes, I believe I do. Well, I was guided by 
my father’s instructions. 

Q. To you? A. Yes. 

Q. After reading that letter you don’t know what 
you would have done if you hadn’t had any in- 
structions? You would not have done anything un- 
til you got instructions, is that it? A. No. 

Q. Could I put it this way? That letter says 
the 7500 shares and the 5000 shares of stock was 
to be the property of the Yakima First National 
Bank held by the Holding Company ? 

Pee eS. 

@. And the Holding Company was to be reim- 
bursed the amount of money it paid out—plus 
appreciation. A. Yes. 

@. Now, if you were going to set that entry up 
in your books would you have set it up any differ- 
ently than you did the special account with the 
initials Y F N B in front of it. 

Mr. Winter: I object to that 

Objection sustained. 


Witness excused. [201] 
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a witness called for and on behalf of the defendant, 
having been duly sworn, testified as follows: 


Direct Examination 
By Mr. Winter: 


With what bank are you connected? 
At the present time the National Bank of 
Commerce. 

Q. In what capacity? 

A. Assistant cashier. 

@. Were you connected with the Yakima First 
National Bank during the years 1934 and ’35? 

A. I was. 

Q. What was your connection with the Yakima 
First National Bank? 

A. Assistant cashier. 


Q. State your name, please. 

A. FE. V. Glaetzner. 

Q. Where do you reside? A. In Yakima. 
@. What is your business or occupation? 

A. Banker. 

Q. 

A. 


Q. I will show you what has been marked as 
Defendant’s Exhibit ‘A’ for identification, and ask 
you whether or not you recall having seen the orig- 
inal of those receipts? 

A. I couldn’t say definitely—this one bears my 
writing here. 

Mr. Winter: (To Mr. Cheney) Mr. Cheney, I 
asked the liquidator to produce—— [202] 

Mr. Cheney: You asked just before adjournment 
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of Court. I haven’t had time to find them. I haven’t 
found them and I don’t know whether they exist or 
not. 

Mr. Winter: The witness said they had been de- 
stroyed—— 

Mr. Funk: I did not, and you know it. 

Mr. Winter: I don’t know how I could be mis- 
taken. Have you made an effort to locate them? 

A. Yessir. 

Q. And have been unable to find them? 

Mr. Funk: Yes sir. 

Q. (Continuing with the witness on the stand) 
The words ‘Yakima Holding Corporation’ are writ- 
ten in your hand writing. A. Yes. 

Q. Do you recall when you wrote those words 
on there? 

A. Presumably about that time. I am going by 
the records. 

Q. Do you have any independent recollection of 
having on behalf of the First National Bank re- 
ceived from the Yakima Holding Corporation 7500 
shares Sunshine Mining Company stock about April 
16th, 1935? 

A. I couldn’t say definitely. 

Q. I will show you what has been marked for 
identification Defendant’s Exhibit ‘B’—does that 
paper contain your signature? A. Yes. 

Q. And all the writing thereon is vours? 


nee Yous 
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Q. Does the bank keep a copy of the receipts in 
due course of business? [203] A. Yes. 

@. Do you know where these are at the present 
time ? A. I do not. 

@. Were they part of the records turned over to 
the liquidator? A. I couldn’t say. 

Q. Does that exhibit refresh your memory as to 
whether or not you received the Yakima Holding 
Company stock referred therein ? 

A. I would say I received that from Mr. Hoff- 
man under his instructions. 

@. And you issued the receipt? 

A. This is my receipt. 

Mr. Winter: We will offer in evidence defend- 
ant’s Exhibit ‘A’ and ‘B’. I am sure Mr. Cheney 
is not going to take the position they are not the 
originals because he has the originals issued in his 
own possession, if they are in existence. 


Voir Dire 

By Mr. Cheney: Do you have any knowledge or 
recollection or information at all of any transac- 
tion, anything about it except apparently some- 
thing was in your hand writing? 

A. That’s true. 

@. And whether or not such a receipt as that, 
if there ever was one was actually delivered to 
anybody you don’t know that. 

A. I couldn’t say. 

@. You don’t know whether or not that was 
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ever a receipt that represents the receipt or trans- 
fer of anything else, of any property. [204] 

A. No. 

Q@. Do you know whether or not you ever did 
anything with reference to this or whether some- 
body else did it? 

A. I have no positive recollection of the trans- 
action. I presume at one time this either acted as a 
receipt or was held as a memorandum with the 
stock. 

Q. Mr. Hardy testified he personally delivered 
the shares of stock in question to Mr. Spencer for 
the Yakima First National Bank—now do you 
know anything about that? 

A. I wouldn’t doubt that at all. 

Q@. But do you know anything about it per- 
sonally ? A. No. 

Q. Now with reference to the paper called Ex- 
hibit ‘A’ outside of the fact you believe that is in 
your hand writing on the middle one of the three 
receipts, you know nothing about what this repre- 
sents? 

Mr. Winter: He said it was his hand writing. 

A. Well, that’s a receipt, apparently, for stock— 

@. Have you a personal recollection? 

A. I have not of the individual transaction. 

Q. You are certain there was a receipt like the 
middle on—6519—and you are certain you wrote 
on this hand writing below. 

A. That’s my hand writing. 
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Mr. Cheney: I’ve no objection for what they 
are worth. 
Defendant’s Exhibits ‘A’ and ‘B’ for iden- 
tification received in evidence. 


[Printer’s Note: Defendant’s Exhibits A and 
B are set out at pages 440-441 of this printed 
record.] [205] 


Q. (By Mr. Winter) Was it the custom in all 
cases to issue receipts when the bank would re- 
ceive stock for sale from some customer? 

A. Yes. 

@. You didn’t ever issue any receipt for any 
stock you didn’t receive personally, did you, at the 
bank? A. No. 

Q. If this is a receipt of yours you wrote you 
would have received the stock, but in answer to 
counsel’s question you said you did not have an 
independent recollection of this particular trans- 
action. 

A. Not of this particular transaction. 

@. You noticed, did you, Mr. Glaetzner, that 
the receipts on Exhibit ‘B’ and Exhibits ‘A’ refer 
to the same certificate numbers, and of course you 
must have received the certificate 6519 into your 
possession to write on it. 

A. At one time I must have had it. 

Mr. Winter: That’s all. 
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Cross Examination 
By Mr. Cheney: 

@. Mz. Glaetzner, in drawing up the receipts 
you drew up the receipt and delivered it to Mr. 
Hardy, Mr. Hoffman and Mr. Rightmire, is that 
right? A. Yes. 

@. Also when any moneys came back you ordi- 
narily and customarily delivered that money to 
them, didn’t you? A. Yes. 

Q. Now in giving out receipts it might repre- 
sent [206] something delivered to you or Mr. Hardy 
or Rightmire or Hoffman. A. Thats true. 

Mr. Cheney: That’s all. 


Re Direct Examination 
By Mr. Winter: 

Q@. You mean delivered to somebody there in 
the bank? A. Yes. 

@. You weren’t issuing receipts personally for 
stock that wasn’t delivered—that you know had 
not been delivered—you would have to know. 

A. I might have done the mechanical end of it— 
issued receipts that I knew were in the possession 
of the bank. 

Mr. Winter: ‘That is all. 

Witness Excused. 
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a witness called for and on behalf of the defendant, 
having been duly sworn testifiedias follows: 


Direct Examination 
By Mr. Winter: 
State your name please. 
A. J. Cooke. 
Where do you reside? 
San Marino, California. 
What is your occupation? 
National Bank Examiner. 
How long have you been National Bank EXx- 
aminer ? 


OrOoPOoPS 


A. I was commissioned in July, 1927. 

Q@. You have been National Bank Examiner 
ever since? [207] A. Thats correct. 

Q. Calling your attention to the Yakima First 
National Bank were you instructed to examine that 
bank in 1934? A. Yes. 

Q@. How many times did you make an examina- 
tion in 1934? 

A. Between April, 1934, and June, 1935, I made 
three examinations of the Yakima First National 
Bank. 

When was the first examination? 
May 7th, 1934. 

And the next examination? 
December 14, 1934. 

Who was with you? 

On each visit I had an assistant. 


>OPOPO 


United States of America ee 


(Testimony of Anthony J. Cooke.) 

Q. Do you recall who assisted you in Decem- 
ber, 1934? A. FE. D. Arnold. 
Where is he now? 
He is located in Yakima. 
Is he a National Bank Examiner? 
No. 
He has since left the service? 
He has. 
How long ago did he leave? A. In 35. 
When did you start your examination of the 
Paine First National Bank in December, Decem- 
ber 14th, 1934? 

A. At eight in the morning on the 14th. 

Q. During that examination did you also ex- 
amine the Yakima Holding Corporation? 

A. I did not. 

Q. Did vou make an investigation of the Yak- 
ima Holding [208] Corporation— 

A. J made a request for a statement of condi- 
tions of the Yakima Holding Corporation as of the 
close of business December 13th, 1934. 


‘QOPOPOPSOS 


Q. Did vour examination or investigation show 
whether the Yakima Holding Company owned any 
stock in the Sunshine Mining Company at that 
time? 

A. The statement submitted to me disclosed that 
the Yakima Holding Company was the owner of 
7500 shares. 

Ohbjected to as not the best evidence. 
Objection sustained. 
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The Court: I shouldn’t sustain it at this state 
of the record 
Mr. Cheney: I move the answer be stricken. 

The Court: Motion granted. 

Q. Did you keep the statement furnished to 
you, the balance sheet? A. I did. 

Q. What did you do with it? 

A. It was subsequently destroyed. 

Q. Who destroyed it? A. I did myself. 

@. Can you state to the Court what it contained 
with respect to any Sunshine Mining Company 
stock ? 

Mr. Cheney: Just a minute—thats not the best 
evidence—there has been no proper foundation 
laid for secondary evidence of any kind. 

The Court: When did you destroy it? 

A. At the end of 1935. 

Q. (Mr. Winter): Was that after the liquida- 
_ tion of [209] the bank? A. It was. 

@. After it had been sold? 

A. After the business of the Yakima First Na- 
tional had been sold. The files which were in our 
office—Spokane office—were destroyed—they were 
burned. 


The Court: Do you know whether there were 
ever any copies of it? 

A. I couldn’t say—I asked for one copy. 

The Court: Have you ever made an effort to 
get from the plaintiff 
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Mr. Winter: It was furnished to the National 
Bank Examiner and the record was burned. 

Mr. Cheney: The trouble is, your Honor, we 
now have purely a conclusion of what was in it— 
what it reflected—and not the specific details of 
the course in which it was carried—what it in- 
eluded or what was involved in it. 

Mr. Winter: I simply asked him what it showed 
with reference to the Sunshine Mining Company 
stock—not whether it showed debits and credits. 

Witness: Accompanying that statement was a 
complete detail of the assets reflected by that state- 
ment. 

Q. Was any Sunshine Mining Company stock 
shown as an asset of the Yakima Holding Com- 
pany? A. It was. 

Mr. Cheney: Object to this secondary evidence. 

The Court: What was the nature of the show- 
ing as to the assets—yon got an ordinary statement 
as of that date? [210] A. Yes. 

Q. What were the supporting documents — 
whatever they were, to show the assets? 

Q. There were half a dozen entries covered in 
this statement—called ‘Bills Receivable’, ‘Accounts 
Receivable’, ‘Investment in Bank Stock’, ‘Other 
Investments in real estate’ and so on. J asked for 
a complete hst of these assets which were furnished 
me. 


Q. You looked over the statement— 
A. They gave me a detailed statement of all the 
assets of the Yakima Holding Corporation. 
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Q. It was gotten up by 
A. One of the employees of the Yakima Hold- 

ing Corporation—who prepared the statement I 

don’t know. 

The Court: I have frequently expressed my 
opinion of the Comptroller’s office for destroying 
anything—but it has always been the policy of that 
office to destroy banking papers as soon as they can 


apparently—I will overrule the objection. 

Q. Will you state to the Court what that paper 
that was furnished to you showed with reference 
to the ownership of the Sunshine Mining stock ? 

A. That was a statement of the condition and 
the accompanying schedule that carried the details 
of those assets showed that the Yakima Holding 
Corporation was the owner of 7500 shares of the 
Sunshine Mining Company. 

Mr. Cheney: He says it showed it was the 
-owner—that must become a conclusion of the wit- 
ness as to what was said—not as to what it stated. 

[211] 

The Court: He stated they gave him a financial 
statement and that showed certain assets and he 
asked for a detailed statement as to those assets. 
Now a financial statement showing assets with a 
subsequent detailed statement showing the type and 
name of the asset is not a conclusion—everybody 
knows what a statement shows. 

@. In other words, it was shown as an asset 
7500 shares—that was shown on that schedule as 
an asset of the Yakima Holding Corporation. 
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me What is correct. 

Q. Was there an item showing a liability for 
the stock? 

A. The Yakima Holding Company did show 
liabilities. 

Q. I mean Jiability to any one else for that 
stock. 

A. There was an obligation reflected by that 
statement owing to the Yakima First National 
Bank of approximately $60,000. 

Q. That was true up until your last examina- 
tion of June, 1935, is that right? 

A. The Yakima Holding Company owed ap- 
proximately a similar amount until at the time of 
my examination in June, 1935. 

Mr. Cheney: Are you testifying to another 
statement now? 

A. J answered the question that was put to me. 

Q@. When was the first time you examined the 
Yakima First National Bank? 

A. As of the close of business May 7, 1934. [212] 

Q. That was the first examination you ever 
made? A. That was the first. 

The Court: Did you examine the other two 
banks that were consolidated—were vou thru this 
territory all the time, or was that your first visit 
here? 

A. That was my first visit here in 1934. 

Mr. Winter: Q. Did von have any conversa- 
tion with Mr. Hardy or Mr. Rightmire with refer- 
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ence to the bank’s assets, the condition of the assets 
of the bank? 

Mr. Cheney: At what time? 

Mr. Winter: During 1934 and ’35. 

A. At my first examination in May I completed 
the examination and discussed with them the gen- 
eral condition of the bank. 

. Discussed it with whom? 

A. With the senior officers of the bank. 

@. What did you say to them? 

A. As a result of my findings I recommended 
that the bank undertake to strengthen its capital 
structure. My recommendation was this: that the 
bank apply for $200,000 of preferred stock—the ap- 
plication to be made to the Reconstruction Finance 
Corporation. At the same time the recommendation 
was made that they—that the common capital 
structure be reduced in a like amount to make 
’ funds available for the removal of objectionable 
and sub-standard assets. 

The Court: What was the capital? 

A. Five hundred thousand dollars. There was 
one hundred and twenty thousand [213] surplus, 
and in the neighborhood of one hundred thousand 
in undivided profits. In round figures the bank had 
a capital structure of approximately seven hundred 
thousand. 

Mr. Winter: @. When you say you ‘recom- 
mended’—you mean you stated that to the officers 
of the bank? 
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A. To the officers only, I didn’t discuss it with 
the board of directors. 

Q. Did they say anything to you with respect 
to that when you said that to them? 

A. An application was filed shortly thereafter 
with the R.F.C. The bank was notified that those 
funds of $200,000 were available. 

Q. When was that—you were there in May— 
would you say that was in June? 

A. I ean only say shortly thereafter. 

Q. When was the next time you made an exam- 
ination of the Yakima First National Bank and its 
holding company, the Yakima Holding Company? 

A. The second time I made an examination of 
the Yakima First National Bank was on the morn- 
ing of December 14th as of the close of business 
December 13th, 1934. 

Q. During the examination was there any inter- 
vening Sunday? A. Yes. 

Q@. Did you have any conversation with Mr. 
Hardy or Mr. Rightmire or any officer of the bank 
with respect to the condition of the bank at that 
time? 

A. As a result of my findings on the examina- 
tion in December I recommended that the bank 
increase their contribution from $200,000 to &300.- 
000. [214] As a means of removing certain objec- 
tionable assets there was a program submitted which 
provided for the consolidation of the Yakima First 
National Bank and the First National Bank of 
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Wapato and the Guaranty Trust Company—those 
banks were to be merged. In addition the Yakima 
Holding Corporation was to contribute cash to the 
extent of three hundred thousand dollars. That pro- 
gram, if it had been complied with permitted the 
removal of the assets we wanted removed from the 
bank. 

The Court: Was that in the nature of a counter 
proposal to your proposal? 

A. I submitted that proposal in my reported 
examination and I merely set forth what the bank 
proposed to do to remove objectionable assets. 

Mr. Cheney: That was your recommendation 
what you have testified to about the consolidation ? 

A. The only recommendation I made with re- 
spect to the strengthening of the capital was in my 
examination of May 7, 1934, when I recommended 
the bank sell $200,000 of preferred stock to the 
Rely: 

Mr. Winter: Q. When you say ‘recommended’ 
you mean you so advised the bank’s officers and 
directors ? 

A. Not the directors. I didn’t call a meeting of 
the Board of directors. 

Q. You stated that to Mr. Hardy, did you? 

A. JI did to Mr. Hardy. 

Q. That was in May of 1934. 

A. Thats the only recommendation I made with 
respect to the strengthening of the capital of the 
bank. [215] 
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Q. You mean by selling preferred stock to the 
R.F.C. 

A. It was our only avenue of help at that time. 

Q. Then, as I understand it, the R.F.C. ap- 
proved the application for a loan. 

A. It was not a loan. 

Q. Well, for the purchase. 

A. The R.F.C. agreed in writing to purchase 
$200,000 of preferred stock to be issued by the 
Yakima First National Bank. 

@. Did the bank ever issue the stock or ever 


sell it? A. It was never issued. 
Q. Did you have a conversation with Mr. Hardy 
about that? A. I did. 


Q. Well, just state where and when the conver- 
sation was—was that at the time of the second ex- 
amination in December? 

A. The preferred stock was discussed at the ex- 
amination in May of 1934. I indicated to Mr. 
Hardy that the objectionable assets threatened an 
impairment of the capital. I was informed there 
was no money available locally. I then recom- 
mended the bank undertake to strengthen its capi- 
tal by the sale of preferred stock to the R.F.C. 

The Court: You say in addition to that vou 
recommended $200,000 change in the common stack 
structure. 

“A. Thats tive. 

Q. So vou recommended the two things. 

A. Yes, 
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Q. Then as I understand it you went in there 
for another examination on December 14, 1934. 

[216] 

A. Yes. 

Q. After your examination you had a confer- 
ence or discussion with Mr. Hardy? 

A. I did. 

@. Relative to the capital structure and the 
doubtful assets which you found at that time. 

a Ladid. 

@. What was said by Mr. Hardy and what was 
said by you? 

Mr. Cheney: Was Mr. Hardy the only person 
present ? 

Mr. Winter: I am referring to the plan that 
was submitted. 

Q. Will you state what you said and what Mr. 
Hardy said—tell the court exactly what happened. 

A. At the conclusion of my examination on De- 
cember 18, 1934, I told Mr. Hardy he should raise 
three hundred thousand rather than two hundred 
thousand—Mr. Hardy then told me his plan to 
raise these funds provided for a consolidation with 
the Yakima First National Bank of the Guaranty 
Trust Company and the First National Bank of 
Wapato. His plan also provided that the Yakima 
Holding Company would contribute eash to the 
extent of three hundred thousand dollars. That 
program if comphed with would have permitted 
the removal of the doubtful assets which we were 
insisting should be done, sub-standard assets. 
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Q. If I understand you Mr. Hardy then stated 
that it was the sale of the contemplated three hun- 
dred thousand dollars of sub-standard assets which 
the Holding Company was going to purchase. [217] 

A. In connection with the three hundred thou- 
sand I was informed by Mr. Hardy he had cash 
in sight of one hundred and twenty thousand and 
that he would be able to raise the balance of one 
hundred and eight thousand—I closed my report 
and incorporated in the report—which was mailed 
to the directors of the bank—setting forth these 
proposals. 

Q. Did Mr. Hardy mention anything about 
Sunshine Mining stock at that time? 

A. At no time between December 14 and De- 
cember 18 did any director or officer of the Yakima 
First National Bank inform me that the Yakima 
First National Bank owned any stock in the Sun- 
shine Mining Company. 

Question Read: 


The Court: Answer the question. That isn’t an 
answer to it. 

A. No. 

Q. When did vou next talk with Mr. Hardy 
about the condition of the bank or anything m 
connection with your examination which vou made 
in December, 1935. 

A. On or about April 4, 1935. 

@. Where were you? 

A. At my home in Spokane. 
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The Court: Where did he say he was going to 
get the $120,000? 

A. From individuals interested in the welfare 
of the Yakima First National Bank. 

@. Did he say who they were? 

A. Mr. Miller’s name was mentioned, Mr. 
Hardy’s own [218] name was mentioned—the third 
party—I can’t recall the name. 

The Court: Did you make an effort to find out 
if Mr. Miller was in Yakima at that time? 

A. I did not. 

@. You made no effort to find out whether Mr. 
Miller would 

A. I did not except as Mr. Hardy informed me. 

Q. Did you make an effort to find out who the 
other man was? A. I did not. 

How much was he going to put up? 

The three individuals 
How much was Mr. Hardy to put up? 
Fifty thousand dollars. 

And how much Mr. Miller? 

Fifty thousand dollars. 

And the other man was going to put up 
twenty thousand dollars? 

A. I don’t know who was putting up the twenty 
thousand dollars. 

Mr. Miller was vice president of the bank? 
He was. 

Was he there in the bank? 

He wasn’t active in the bank? 


COPoOPOoPSd 


POP 
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Q. Was he in there during the examination? 

A. I didn’t see bim. 

Q. Did you make any inquiry as to whether you 
could find this other man who was putting up the 
$20,000? [219] A. I did not. 

Mr. Winter: Q. Did you report to the Comp- 
troller the plan that was submitted to you sub- 
stantially as you have testified ? 

Mr. Cheney: Object to that as irrelevant, in- 
competent and immaterial. 

The Court: Objection sustained. 

Q. You talked to Mr. Hardy about April 4th, 
you say? A. April 4th, 1935, I did. 

Who was present? 

Mr. Hardy and myself. 

At your home in Spokane? 

Yes, in Spokane, Washington. 

Will you relate to the court the substance 
of that conversation ? 

A. Mr. Hardy submitted a plan to strengthen 
the capital of the bank—the plan submitted was re- 
layed to the Chief Examiner— 


OPOoPe 


Mr. Cheney: That is wholly immaterial and not 
responsive. 

Q. Don’t state that—what did vou say and what 
did Mr. Hardy say to you at that time? 

A. Mr. Hardy spoke of 17,500 shares of Sun- 
shine Mining stock which he wanted to place among 
the assets of the Yakima First National Bank, at 
a book value of $218,750. In diseussing the plan 
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with Mr. Hardy I told him I couldn’t approve of 
the plan that we put stock of the Sunshine Mining 
Company in the assets of the [220] Yakima First 
National Bank. 

Q. What further was said? 

A. I submitted Mr. Hardy’s proposal—— 

Mr. Cheney: I object—hearsay— 

@. Was anything else said between you and Mr. 
Hardy? A. Nothing. 

Q. Did you say anything to Mr. Hardy whether 
you would submit it, or what you would do about it? 

A. I told him I wouldn’t join in any program 
that would put Sunshine Mining Company stock 
into the assets of the Yakima First National Bank. 

The Court: I don’t see any objection to his tes- 
tifying he submitted it—thats a different matter 
than ‘relaying’ the information. 

Mr. Winter: I don’t want to overstep the 
_ bounds— 

The Court: He has to show what was done if 
his testimony is to be of any value. The question of 
whether or not he submitted it isn’t hearsay—he 
knows whether he did, or not, so if you are holding 
back because you think I would sustain an objec- 
tion to it—I will not. 

Q. What did you say to Mr. Hardy with re- 
spect to the program he submitted? 

A. At Myr. Hardy’s request his proposal was 
submitted to the office of the Clef National Bank 
Examiner in San Francisco. The letter was closed 
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with the request that it be answered immediately. 

@. Did you receive a reply to that? 

A. I received a reply to the letter while I was 
engaged in work in Wenatchee, Washington. [221] 

Q. Did the bank examiner permit the bank to 
take it in, or not? 

Mr. Cheney: I object to what the bank examiner 
did. 

The Court: Well, its just one other step. 

Q. Did you report to Mr. Hardy as to whether 
or not—— 

A. On receipt of the reply from the Chief Ex- 
aminer in San Francisco I called Mr. Hardy by 
telephone. 

@. Where were you then? 

A. JI was in Wenatchee, Washington. 

Q@. How much longer after April 4th would 
you say it was? A. From four to six days. 

Q. Where did you call him? 

A. At Yakima, Washington, Yakima First Na- 
tional Bank. 

Q. Did you have a conversation with him over 
the *phone? ne dad: 

Q. Relate what you said to him and he said to 
you? 

A. In my conversation with Mr. Hardy T in- 
dicated I had had a reply from the Chief Examiner 
who wasn’t willing to go along on his provosal in 
connection with the stock of the Sunshine Mining 
Company. I further suggested to Mr. Hardy he 
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proceed with selling the preferred stock to the 
bevalsl Ox 

@. What did Mr. Hardy say to you? 

A. As I recall my remarks about the preferred 
stock closed the conversation by *phone. 

(. Did you have any other conversations about 
that time with Mr. Hardy? [222] 

A. Not until on or about June 9, 1935, I talked 
to Mr. Hardy. 

@. Where? 

A. At Spokane, Washington, by long distance 
telephone call. Mr. Hardy called me by ’phone. 

Q. Mr. Hardy called you from Yakima? 

A. I could say it was a long distance telephone 
call—I do not know where Mr. Hardy was at the 
time. 


Q. Did you recognize his voice? A. I did. 
The Court: You were in Spokane? 
A. I was. 


Q. (Winter): Relate the conversation over 
the telephone at that time. 

A. Mr. Hardy told me he was making plans to 
attend the graduation exercises of his son at West 
Point—and because of the conversation I deferred 
any examination— 

Q. Just state all that Mr. Hardy said and you 
said, the best you can. 

A. Mr. Hardy informed me in that telephone 
conversation that all the assets classified as doubt- 
ful in the report of the examination of December 
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14 had been removed from the bank. In response to 
my query as to the manner in which this cash was 
raised Mi. Hardy assured me that the money had 
not been stolen. 

Q. What words did he use if you recall? What 
does he call you, ordinarily? 

A. By my first name, Johnny. 

Q. Well, how did he say it? [223] 

A. His remarks were to the effect he hadn’t 
stolen the money that made possible the elimina- 
tion of this objectionable assets. 

Q. Was there anything further said as to how 
the money had been raised? A. No. 

Q. Was that all of the conversation over the 
phone with relation to that matter? 

A. That was all. 

Q. When did you next make an examination or 
see Mr. Hardy? 

A. J next examined the bank June 24, 1935, and 
saw Mr. Hardy at that time. 

Q. Did you have any conversation with Mr. 
Hardy or Mr. Rightmire about the transaction at 
that time involving Sunshine Mining Company 
- stock? 

A. Not knowing when I entered the bank 
Objected to—not responsive. 
Question withdrawn. 


Q. Now at that time did you start to make an 
examination of the bank? A. Lodid. 
Q. Did you have a conversation with Mr. Hardy 


232 Guaranty Trust Company vs. 


(Testimony of Anthony J. Cooke.) 
about the item of the sale of Sunshine Mining stock 
or the elimination of the assets? 

A. We had a discussion in connection with the 
elimination of those assets? 

Q. Who was there? [224] 

A. As I recall my meeting with Mr. Hardy was 
alone. 

Q. Did you at that time discuss anything about 
it with Mr. Rightmire ? 

A. During the course of the examination I un- 
doubtedly discussed the elimination and the man- 
ner in which they were eliminated with My. Right- 
mire. 

Q. What was your conversation with Mr. Hardy, 
the best you can reeall of it, with respect to the 
elimination of these items—what was said between 
vou and he? 

A. I checked the transactions on the bank’s 
‘ books that permitted the elimination of these ques- 
tionable assets, and in the records of the bank I 
found between April 30th and May 2d, 1935, that 
11,000 shares of Sunshine Mining stock had passed 
thru the bank’s books. My investigation further 
disclosed that the Yakima First National Bank ap- 
proximately paid $122,000 for 11,000 shares of Sun- 
shine stock to the Yakima Holding Company. I 
further found there existed several letters, one ad- 
dressed to the Yakima First National Bank by 
the Yakima Holding Corporation, under date of 
December 12, 1934, and a letter under date of De- 
cember 24, 1934, and a letter under date of De- 
eember 12, 1934, signed by Alex Miller. 
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@. Are you making reference to Plaintiff’s ex- 
hibits 18 and 19—are these the letters you say you 
found ? 

A. These are the letters. During that time I 
pointed out to the officers of the Yakima VWirst Na- 
tional Bank that its dealings in Sunshine Mining 
stock was in violation of the National Banking 
laws— 

Mr. Cheney: Who do you mean by the ‘offi- 
cers’? [225] 

A. The senior officers—President Hardy, Vice- 
president Rightmire and vice-president Joe Clift. 

The Court: You say it showed they paid $122,- 
000—did your examination show how much they re- 
ceived? 

A. It did—approximately $199,000. 

Q. (Winter): Go on. 

A. Thru these letters and the sale of the stock 
it was apparent the bank had realized a profit in 
its dealings in Sunshine Mining stock of $75,000, 


approximately. 
Q. Did you ever see those letters—‘18’ and ‘19’ 
before that examination ? AS did net. 


Q. Showing you exhibit 16 and 17, I will ask 
you whether or not these letters were ever exhibited 
to you? A. ‘They were not. 

Q. They were not in the bank’s records as you 
examined them ? A. ‘they were not. 

Q. When is the first time you ever saw them? 

a I saw Wxtibit ‘18’ and ‘19° fol the first timeé 
during the examination of June 24th, 1935, 
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The Court: As I understand you never saw ex- 


hibits ‘16’ and ‘17’ until today ? A. Yes. 
The Court: But you saw ‘18’ and ‘19’ in June, 
1935. A. Thats correct. 


Mr. Winter: Q. As a matter of fact you ap- 
peared before the Revenue Agent as a witness for 
Mr. Hardy didn’t you, some time in 1937— [226] 

Mr. Cheney: Object to that as wholly imma- 
terial. 

Mr. Winter: Its just preliminary— 

The Court: All right—if its preliminary I will 
overrule the objection. 

A. I appeared on June 16th or 17th, 1937, at the 
office of the Collector of Internal Revenue, agent in 
charge. | 

Q. Were those letters ever shown to you at that 
time, exhibits 16 and 17? 

A. I didn’t see those letters at that time. 

Q. The other letters were there? ‘18’ and ‘19’? 

A. I don’t recall having seen these letters at that 
meeting I attended. 

@. Did Mr. Hardy ever mention dealings in Sun- 
shine Mining Company stock prior to his meeting 
with you in Spokane in April, 1935? 


A. He did. 
@. I mean with respect to the bank dealing 
in Sunshine Mining stock? A. He did not. 


@. When you say he did, what you have refer- 
ence to is the stock which was owned, shown on 
the books as held by the Yakima Holding Company ? 

A. In our discussions my understanding was the 
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Sunshine Mining Company stock belonged to the 
Yakima Holding Corporation. 

Q. Were you ever advised prior to April, 1939, 
by Mr. Hardy the bank had been dealing in min- 
ing stock? A. No. 

Q. Did any other officer of the bank ever tell 
you [227] the bank had been dealing in Sunshine 
Mining Company stock? I mean prior to Mr. 
Hardy seeing you in Spokane in 1935—I will re- 
frame the question. Did anyone connected with 
the bank, officer or otherwise, ever tell you prior 
to the time you talked with Ma. Hardy at Spo- 
kane in early April, 1935, that the bank had been 
dealing in Sunshine Mining Company stock. 

A. They did not. 

Q. Now, did you have any conversations with 
Mr. Rightmire in June, about the 24th, 1935? 

eee did. 

Q. When was that? 

A. It was during the examination. 

Q. Was it before or after the letters, exhibits 
‘18’ and ‘19’ had been shown ? 

A. That I can’t say. 

Q. Just relate the conversation — was anybody 
else present ? 

A. 1 don’t recall anybody else being present. 

Q. Can you relate substantially what wes said 
by you to him and he to you in that conversation 2 

A. I indicated that the action of the bank in 
dealing in stock of the Sunshine Mining Company 
was ultra vires. 
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(. When you say ‘I indicated’—that leaves us 
somewhat up in the air—how did you discuss it with 
him—and how did he discuss it with you? 

A. I think Mr. Rightmire Knew as well as I 
did— 

@. I don’t want what you thought—did you dis- 
euss how the thing was handled, or what did you 
talk about? [228] 

A. I told him the law prohibited banks dealing 
in stocks; that the act had been committed but that 
it would not be included in my report of the exami- 
nation as a violation of the National Banking laws. 

@. When you say ‘in your report’ do you mean 
the report a copy of which was given to the bank. 

A. In the report that was sent to the board of 
directors. 

Q. Do you also prepare a confidential report to 
the comptroller ? A. Yes. 

Q. Did you say anything to Mr. Rightmire as 
to what you would do? 

A. I merely told him the action in dealing in 
Sunshine Mining stock would not be sl:own in my 
report of the examination as a criticism. 

Q. And did you show it in your report as a eriti- 
cism ? 

A. Not in the report that went to the directors 
of the bank. 

Q. What report did you show it in? 

A. In the Departmental report to the Comp- 
troller of the Currency. I outlined in detail the 
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bank’s transactions in the stock of the Sunshine 
Mining company and ealled the attention of the 
Comptroller to the apparent violation of the law. 

Q. Had you made any such report to the Comp- 
troller prior to your report of June 25th, 1935? 

A. I had not. 

Mr. Winter: Thats all. [229] 

The Court: What was the status of the bank 
at the time you went back there in June? 

A. There was $320,000 of assets doubtful— 

The Court: In June, 1935—after this inquiry, 
what was the status of the assets? 

A. Approximately about $18,000 of losses Hsted 
—no doubtful assets and in tbe sale of $950,000 
of odd assets— 

@. What was the total? 

“. I couldn’t give you the figures. 

Q. They had taken out now much, altogether, 
bad assets ? 

A. Between my first and last examinations the 
bank had charged off shghtly less than half a mil- 
lion dollars. 

Q. How did they wipe out the $500,000 worth— 
where did they get the 

A. The bank had the benefit of a year’s earnings 
between the first and last examination I made. 

Q. Do you remember how mueh that amounted 
to? 

A. In excess of a hundred thousand dollars. 

Q. What else did they have to take care of the 
four hundred thousand dollars ? 
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A. I must refer to my examination of December 
1934, and say there was $320,000 listed on there— 
I can give you the approximate figures— 

The Court: Thats all right. They made $78,000 
on this deal—that all went in. 

A. $78,000 there. There was $94,000 payment 
made to the Yakima First National Bank by the 
First Securities [230] & Loan Company which was 
applied on the carrying value of the bonds of that 
company. The Yakima Holding Corporation pur- 
chased from the Yakima First National $96,000 
in loans | 

@. Do you remember anything else? 

A. Some of their assets included in the $320,- 
000 were charged direct to undivided profits. 

Q. Do you think there were any other items 
—or are you mistaken about that figure—thats 
$316,000— 

A. Between May 7th, 1934, and December, the 
bank charged off $78,000. 

Mr. Winter: I think the witness might be able 
to show more clearly if he were given the benefit 
of his examination—he is testifying merely from 
memory—he has his official report here— 

The Court: I realize he is doing this from mem- 
ory— 


Mr. Winter: In view of the Court’s questions I 
would like to ask one further question. 

q@. If I understand you—what assets were elimi- 
nated between the examination of December, 1934, 
and the examination of June, 1935. 
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A. $320,000 were removed. 

Q. One item you said was $94,000 the bank re- 
eeived from the First Securities Loan Company 
applied on the carrying book vaiue of the com- 
pany’s bonds on the bank’s books. 

A. That is correct. 

Q. And another item, Yakima Holding Com- 


pany, $91,000. A. Yes. [231] 
Q. And loans charged to—undivided profits, 
$57,000. A. Thats correct. 


Q. And reduction of book value of bonds [First 
Securities Loan charged to undivided profits, $55,- 
000. A. Those are the figures. 

Q. By depreciation on fixed assets charged to 
undivided profits, $20,000. Those are the figures 
in the elimination. 

A. Yes. A total of $320,000—I didn’t put the 
hundreds in, just the thousands. 


Cross Examination 
By Mr. Cheney: 

Q. Mr. Cooke, Counsel asked you in June of 
1937 if you were called and requested to appear to 
testify before the Internal Revenue Office by Mr. 
Hardy. A. I was. 

Q@. And at that time did Mr. Hardy ask you to 
testify that you had told the National Bank Ix- 
aminer all about this deal in 19384 and that vou 
had discussed the matter and knew all about it in 
1934? 

A. Before I appeared at that hearing 
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Q. Just answer my question—when you first 
came in and talked to Mr. Hardy over there, didn’t 
he expect you to testify to that 
all about it— A. He did. 

Q. Now then I understand you to testify that 
somebody in the Yakima Holding Company gave 
you a list of assets and had on there some 7500 
shares of Sunshine Mining Company stock in 1934. 

A. December, 1934. [232] 

Q. What was that valuation? 

A. Approximately $60,000. 

@. You knew, did you not, that the value of 
Sunshine Mining Company stock in December, 1934, 
was between thirteen and fourteen dollars a share? 

A. I did not. 

@. Didn’t you want to find it out? 

A. I had no quarrel with the Yakima Holding 
Corporation. 

Q. Didn’t you ask anybody when you saw that 
7500 shares of Sunshine Mining stock? 

A. I did not. 

Q. Didn’t you discuss that statement with Right- 
mire and Hardy? AY dado 

@. Did you discuss it with Mr. Bradshaw ? 

“A Winder 

Q. Then you also testified that you got a state- 
ment from somebody in June, 1935, and it showed 
substantially the same number of shares of stock— 

The Court: No, he testified that the amount that 
was owing by the Holding Company to the bank 


effect you knew 
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was substantially the same in 785 as it was in 754, 

Q. Was there any Sunshine Mining Company 
stock listed in the statement of the Yakima Hold- 
ing Company in 1935? 

A. No Sunshine listed. 

Q. Did you find any Sunshine stock in the vaults 
or the records of the Yakima First National Bank 
in 1935? [233] 

A. I didn’t see the stock. I was informed the 
bank owned 1500 shares of Sunshine Mining stock. 

@. Did you inquire where the stock was? 

A. I did not. 

Q. Now, let me see, I think you szaid the first 
time you heard anything about the Sunshine stock 
was in April, 1935, and the next time was in June, 
1935 with reference to the bank, is that right? 

A. Thats correct. 

Q. Now, then, you made a complete investiga- 
tion of the bank’s dealings in Sunshine stock when 
you came there in June, 1935? A. I did. 

@. And from that investigation you found out 
they had started buying Sunshine stock in August, 
1934. 

A. I found out the bank had purchased 11,000 
shares of Sunshine Mining stock from the Yakima 
Holding Corporation on or about May first, 1935. 

Q. Did you read the letter? 

A. Which letter are you referring to? 

Q. December 12th— 

A. I saw that letter (Exhibit 19) I saw that the 
first time during my examination in June, 1935. 
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Q. You were a National Bank Examiner ?# 

A. I was. 

Q. And from that letter it appeared that some 
time in 1934 the Yakima First National Bank was 
buying or having bought some Sunshine stock. 

A. Thats what this letter indicates. [234] 

@. Did you check on that to find out whether it 
had been done as outlined in that letter? 

A. I didnot. 

Q. You never asked any questions about it? 

A. I did. 

Q. Did you ask Mr. Hardy or Mr. Rightmire 
if they bought 7500 shares of stock in 1934? 

A. I asked Mr. Hardy in June, 1935, how the 
bank acquired the stock of the Sunshine Mining 
company. 

Q. What did he tell you? 

A. The transactions were clearly explained to 


@. What did he tell you? 

A. I made my own investigation first— 

Q. Wait a moment—please answer the question 
—you said that Mr. Hardy made a complete ex- 
planation—tell us what Mr. Hardy said. 

@. During the course of the examination in dis- 
cussing the Sunshine Mining stock 

The Court—Just answer the question. 

(Question read.) 

A. He said he had awakened from a sound 

sleep in the night and this plan in connection with 
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the elimination of the objectionable assets was un- 
folded to him, or unfolded to him—involving Sun- 
shine stock. 

Q. You said he made a complete explanation. 
Now, go ahead and give us that complete explana- 
tion. 

Mr. Winter: Ask him for the conversation. 

Mr. Cheney: J am asking him what Mr. Hardy 
said in making that complete explanation. [235] 

Q. What— 

A. Mr. Hardy explained the entire transaction. 

Q. What did he say—how he bought the stock— 
or where he bought the stock? 

A. I don’t recall he told me how the stock was 
bought. 

Q. Did you read the letter—Exhibit ‘19’—will 
you read the first paragraph—read it out loud. 

(Whereupon witness reads first paragraph of 
Exhibit ‘19’.) 

Q. Did you ask him when the purchases were 
made ? A, I did not ws him. 

Q. Were you interested at all as to how the 
stock was purchased? Did you go to the Yakima 
Holding Company to find out—where it says the 
stock was to be purchased by the Holding Company 
some time prior to December 12th— 

A. I did not. 

Q. Did you make any inquiry of Mr. Bradshaw, 
or the Yakima Holding Company, or Mr. Hardy, 
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whether or not the stock was bought as outlined in 
that letter? 

A. Isaw the letter—the letter was self explana- 
tory. 

@. You accepted that as being true? 

A. I did. 

Q. You said that you ascertained they had pur- 
chased 12,500 shares of stock. 

A. 11,000. 

Q. They told you they had 1500 shares and had 
sold 11,000 shares—that’s 12,500— [236] 

A. There was eleven thousand sold and I was 
told during my examination in June, 1935, of the 
1500 shares. 

Q. Didn’t you ask them how and when and from 
whom they purchased the 12,500 shares? 

A. This letter gave me all the information I 
needed. 

@. You accepted that letter as being an exact 
statement of the facts. 

A. Regarding the transactions between the bank 
and the Holding Company and Alex Miller. 

®. Now, let’s go back to this conversation of 
April 5th, 1935. Mr. Hardy said he wanted to put 
on the books of the Yakima First National Bank 
among the assets 17,500 shares of Sunshine Min- 
ing stock—is that what he told you? 

A. Ves 

@. Where was he going to get the stock? 

A. I don’t know where he was to get it. 

@. Did you ask him any questions about it? 
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A. I was told the stock was available. 

Q. How much was the bank going to pay for 
the stock? 

A. It was to be placed on the bank’s books at 
$12.50 a share, or $218,000. 

Q. Did you check up to find out what the value 
of Sunshine stock was in April? 

A. I did not. I knew it was worth twelve dol- 
lars a shore, at least twelve dollars a share in 
April, 1935. 

Q. You didn’t ask him where it was available. 

A. I did not. 

Q. Did he tell you whether or not the bank 
already owned [237] any of the stock? 

A. I didn’t ask him if the bank owned any of 
the stock. 

Q. Was it 17,500? A. 17,500. 

Q. It wasn’t 12,500? 

A. It was not 12,500. 

@. Did you ever have any conversation with Mr. 
Hardy at any time where the question of whether 
Mr. Hardy should sell the sunshine stock was in- 
volved? 

A. I don’t recall ever having said to Mr. Hardy 
he should sell the stock of the Sunshine Mining 
Company. 

Q. Now, Mr. Cooke, did you have any connec- 
tion between the 17,500 shares of Sunshine stock 
you testified he talked to vou about on April 5th and 
the added $180,000 you said he proposed raising 
some way in December ? 
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A. I didn’t connect the Sunshine with these 
three hundred thousand dollars which was to be 
contributed by the Yakima Holding Corporation. 

Q. You were insisting from April, 1934, that 
$200,000 first, then $300,000 be contributed as new 
money without any increase in the capital stock— 

A. Thats correct. 

@. And the chief method you insisted on was 
the R.F.C. A. Thats right. 

Q. And the Yakima First National Bank was 
definitely antagonistic toward the R.F.C.? 

A. They didn’t want it. 

Q. You got so far you had them make applica- 
tion—I suppose you kept approaching them about 
it—what they [238] were going to do about it. 

A. J did. 

Q. When do you think the time was you got them 
to make this application to the R.F.C. for this 
- $200,000, June or July? 

A. That application was submitted within a 
short time after the close of my examination. 

Q. What do you eall a short period? 

A. A week. 

Q. When it was granted they didn’t do any- 
thing about taking it up—they said they didn’t 
want it. 

A. Iwas continually in touch with Mr. Hardy in 
connecting with this preferred stock. 

Q. You kept insisting he take it and he insisted 
he didn’t want it. A, Thats right. 

Q. Now, when you came down in your investiga- 


United States of Amertca 247 


(Testimony of Anthony J. Cooke.) 

tion in December, 1934, did you have your atten- 
tion called to the fact that Alex Miller was fur- 
nishing some five thousand shares of stock. 

Q. I was told that Mr. Miler would contrib- 
ute fifty thousand dollars— 

Q. Did you have any conversation with them 
about Mr. Miller having something to do with fur- 
nishing some Sunshine mining stock? 

A. I knew nothing of Sunshine stock. 

Q. By the way, Mr. Cooke, did I understand 
you had no conversation about Sunshine stock at 
all during the time you were at the bank in ‘ot? 

[239] 

A. I knew the stock was in the Yakima Hold- 
ing Corporation. 

Q. Did you have any conversation about the 
Sunshine stock with Mar. Hardy or Rightmire? 

A. I hada conversation with them. 

Q. About Sunshine stock? A. Yes. 

Q. What did they say— 

A. The stock was owned by the Yakima Hold- 
ing Corporation. 

Q. Who did you have the conversation with— 

A. Mr. Hardy. 

Q. What conversation did you have with Mr. 
Hardy about Sunshine stoek im 195+? 

A. <A general discussion of it. 

Q. About what? 

A. At no time in the discussion was I informed 
the Yakima First National Bank owned any Sun- 
shine stock. 
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(Testimony of Anthony J. Cooke.) 

Q. Tell us what the conversation you had with 
Mr. Hardy or Rightmire? 

A. The stock of the Sunshine Mining Company 
owned by the Yakima Holding Company was men- 
tioned. 

Q. What was said about the 7500 shares of stock 
on the books or in the possession of the Yakima 
Holding Corporation ? 

A. I knew and so did Mir. Hardy there was 
Sunshine stock in this picture. 

@. Do I understand that neither in 734 or °35 
did you examine the books of the Holding Com- 
pany? A. I didn’t make an examination. 

Q. You just asked for somebody to give you a 
statement. 

A. That was the only request I made—I made 
no [240] physical inspection of the records, of the 
assets. 

(). Now, several times in your examination you 
referred to the senior officers of the bank. Do I 
understand every time these senior officers were the 


same people? A. Yes. 
@. When you refer to senior officers you refer 
to Hardy, Rightmire and Clift? A. Yes. 


Q. Did you have them together at one time? 

A. In the discussions relating to working out 
the loans and credits I reviewed them with the 
officers that handled those particular loans. 

The Court: What was the discussion about vio- 
lation of the law— 

A. I wasn’t much concerned about the violation 
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(Testimony of Anthony J. Cooke.) 
of the law because of what the bank had accom- 
plished— 

Q. So you didn’t tell them to kick that asset 
out. 

A. I didn’t say anything as to how that should 
be shown on the books of the First National. 

Q. It was a straight violation of the National 
Banking law? 

A. The transactions in Sunshine Mining stock 
was— 

@. You knew that? A. Yes. 

@. Yet you were not much concerned with that 
violation of the law. 

A. I ealled it to the attention of the Comp- 
troller’s office in my departmental report. 

Q. But you didn’t tell them to get rid of it? 

[241] 
pee idid nets 

Mr. Winter: Q. How much longer after you 
made your report the bank was no longer a Na- 
tional bank ? 

A. It was in August, 1935, the business of the 
First National was sold to the National Bank of 
Commerce in Seattle. 

Q. Did you get any instructions from the Comp- 
troller was to do about it? 

A. Before the First National was made a branch 
of the National Bank of Commerce, and the bank 
was handed to me for examination 

Q. Was the 1500 shares part of the assets sold 
to the Bank of Commerce ? A. I dort know 
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Mr. Winter: I think its in evidence here it was 
sold by the liquidator, so it couldn’t have been. 

Q. I think you said in answer to Counsel’s ques- 
tion that Mr. Hardy told you at the time you tes- 
tified before the special agent in charge of the office 
you knew about the purchase of this stock in 1934, 
do you have an explanation of that? 

The Court: He testified Mr. Hardy expected him 
to testify to that. 

Q@. Where did he say he expected you to testify 
to that? 

A. We discussed Sunshine stock before I ap- 
peared at this hearing. 

Q. That was in ’37? 

A. In my conversation before this hearing Mr. 
Hardy [242] tried to refresh my memory and say 
I said in a conversation he and I had which I was 
at Wenatchee I had urged him to sell the stock 
.of the Sunshine Mining Company—I didn’t recall 
ever saying to Mr. Hardy he should sell the stock. 

@. In answer to Counsel’s question as to whether 
Sunshine stock was discussed I think you said you 
knew it was in the picture—what did you mean by 
that? 

A. I knew from the statements furnished me at 
my request that the Yakima Holding Corporation 
in its report to me claimed ownership of the 7500 
shares of Sunshine stock. 

Q. Well, how would that be in the picture—you 
mean because the Yakima Holding Company owned 


United States of America 251 


(Testimony of Anthony J. Cooke.) 
all of the stock of the bank that was in the picture, 
is that what vou mean? 

A. It was in the Hold Company. 

Q. You mean the assets behind the Holding Com- 
pany were behind the bank? A. Yes sir. 

The Court: What was the liability of the Hold- 
ing Company at that time? 

A. The Yakima Holding Company owned 480714 
shares of the five thousand shares outstanding of 
the Yakima First National Bank. 

Q. Was there any double liability at that time? 

A. There was. 

Mr. Winter: Q. With respect to your statement 
that Sunshine stock was discussed from time to time 
was that about the time that Sunshine Mining stock 
was put on the market? 

A. I don’t know the date. 

Q. On the New York Exchange, I mean. [243] 

A. I don’t know when it was listed on the New 
York Exchange. 

Q. Asa matter of fact it was common gossip in 
Yakima about Sunshine stock—most everybody in 
Yakima talked about it at that time. A. Yes. 

Q. Were vou ever urged to buy Sunshine stock? 

A. Yes. 

Recross Examination 
By Mr. Cheney: 

Q. When all is said and done the 7500 shares 
of stock on the books of the Yakima Holding Cor- 
poration was discussed between vou and Mr. Hardy 
and Mr. Rightmire in your conversations. 
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(Testimony of Aenea J. Cooke.) 
A. It was. 
Mr. Cheney: That’s all. 
Witness excused. 


Mr. Winter: We rest, your Honor. 


REBUTTAL 
R. M. HARDY, 
recalled in rebuttal, testified as follows: 


Direct Examination 
By Mr. Cheney: 

@. In December of 1934 did you ever tell Mr. 
Cooke that the Yakima Holding Corporation owned 
7500 shares of Sunshine Mining Company stock? 

A. I did not. 

Q. Did you make any detailed explanation or 
‘any explanation of the sunshine stock transaction 
to Mr. [244] Cooke in June of 1935? 

A. No. I had told Mr. Cooke about it right 
along. There was no necessity for going into it 
in detail at that time. It was just the clean up he 
went into. 

@. Did you ever have any conversation with him 
in which you told him some thought struck you 
in the night? 

Discussion 

The Court: ‘He told me he had awakened from 

a sound sleep in the night and this plan unfolded 
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(Testimony of R. M. Hardy.) 
to him involving the sunshine stock’—that is sub- 
stantially what my notes show the witness said. 

Q. Did you ever have such a conversation with 
him? 

A. I don’t remember any such conversation. He 
told me yesterday afternoon I had such a conversa- 
fion with him at his house—— 

Q. Do you ever recall making any such state- 
ment to him? 

A. I don’t remember saying that at night this 
plan unfolded to me. I may have, Mr. Cheney. 

Q. In 1937 did you ask Mr. Cooke to come over 
and testify on behalf of the Guaranty Trust Com- 
pany or Holding Company before the Income Tax 
Department ? A. Yes sir, I did. 

Q. At that time did you have any conversation 
with Mr. Cooke as to what he couldn’t or wouldn’t 
testify in reference to his knowledge of the transac- 
tion with the Sunshine stock? 

A. I fully expected him to testify he knew all 
about [245] it. We sent a car down to meet Mr. 
Cooke at the plane. He was late and I met him 
at the Central where the Examiners of this dis- 
trict have theix offices, and that was the first time 
I knew Mr. Cooke would deny he knew about the 
Sunshine stock transactions by the Yakima First 
National Bank in December, 1934. 

Mr. Cheney: I think that’s all. 


Cross Examination 
By Mr. Winter: 
Q. Did you furnish Mr. Cooke with a balance 
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sheet of the Yakima Holding Company, or one of 
the other employees ? 

A. I think Mr. Bradshaw furnished it to him. 

@. And included in that balance sheet was the 
7500 shares. 

A. I don’t think I ever saw that statement. 

@. You don’t know what it showed as to owner- 
ship of the 7500 shares? A. No. 

Q. You know the book shows 7500 shares owned 
by the Yakima Holding Company? 

A. I don’t think it said that. 

@. Does it say anything on the books by which 
you could construe the Holding Company was 
trustee for the bank? 

A. My personal knowledge was it was being held 
in trust. 

@. The only record prior to May 1st, 1935, on 
the Holding Company records or the only records 
' anywhere [246] is the letter which is Exhibit ‘19’ 
and which Mr. Bradshaw you say signed, took it 
over to the bank, and it was retained by Mr. Brad- 
shaw in his own personal file, and that’s the only 
item showing the exact ownership of the stock by the 
bank at that time? 

A. I always considered—— 

Q. Was there any other document—— 

A. The ledger sheets which show the Yakima 
First National Bank—— 

@. You show in all of your books from whom 
you purchased in the investment account. 


United States of Aierica 200 


(Testimony of R. M. Hardy.) 

A. Well. I don’t think—what do you mean by 
investment account? 

Q. Well, you had investments in your own stock 
which you purchased from this corporation which 
owed you money—the First Securities— 

A. Yes. 

Q. You wouldn't say that entry indicated that 
that belonged—the stock you purchased belonged 
to the First Securities 

Mr. Cheney: JI think the witness should be 
shown the entry. 

Mr. Winter: I think he understands it. That’s 
all. 

Mr. Cheney: We rest. Pardon me, one more 
question. 

Q. Mr. Hardy, did the Yakima First National 
Bank ever sell any stock to the Yakima Holding 
Company ? A. No sir. 

Myr. Cheney: That’s all. We rest. 


Whereupon case proceeded to argument. [247] 
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nm issued ola 


17 1934 2715A 
4836'' 
2425" 
2427 
5397‘* 
4780" 
5020** 

» 20 1934 8203 


| 22 1934 9799 


New 


226 


Name—BRADSHAW GEO. H. 


—WNo. of Crtfs.—— 


From Whom Received 


Sarah Cole 100 
A A Larson +400 
Geo K Mareh 100 
ei ae oe 100 
Dora Nickerson 100 
Alfred Page 100 
Trimble & Co. 100 
John Scholler 50 
Alen Lowing 50 
A. A. Larson 100 
ee te ce 100 
Robt Beck 100 
E. K. Barnes 100 
ee one 46 100 
4a 68 aa 100 
acon ae 100 
Joe Sechraneck 200 
ac te 200 
James D. Scott 100 
4é ae ae 200 


Kathryn D. Wilson 100 


PLAINTIFE’S EXHIBIT No. 1 


SUNSHINE MINING COMPANY 


No. of Shares Balance 


1000 


2500 


When Cancelled 


Apr 16 1935 


Address 
—No. of Crtfs.— 
ole New 
W226 W 203847 
W259 W 2048-55 
W334 W 2056-62 


256 


% Guaranty Trust Co. 
Yakima, Wash. 


Stockholder’s Ledger 


To Whom Transferred No. of Shares 
Edw. M. Pocock 1000 
ind aé oe 800 
ve 4a ae 700 
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j Name—MILLER ALEX 


——No, of Crtfs.— 
When Isaued Old New 
un 28 1934 
ul 2 1984 5499A 5578A 
gs ‘ 
Aug 4 1934 735 5891°‘ 
ov 9 1934 5353A W962 


ee 


From Whom Received 


Ford 
self Oct 18 1939 
et Oct 18 1939 
SS Oct 18 1939 


R. M. Hardy Oct 18 1939 


' Tigures in italies indicate red typing in copy. 


PLAINTIFE’S EXHIBIT No. 2 


SUNSHINE MINING COMPANY 


No. of Shares Balance 


123215 
300 
200 

3750 
127465 

1000 
128465 


Whan Cancelled 


Jul 
Jul 
122915 = Jul 
121215 Jul 
120715 Jul 
120215 Aug 
119915 
114915 
118665 Aug 
108665 
108465 Sep 
108465 Nov 
109465 
109465 Frwd 


2 1934 
6 1934 
17 1934 
25 1934 


30 1934 


+ 1934 


15 1934 


12 1934 
15 1934 


Address 
No. of Crtfa— 
Old Naw 
5479 5578-9 
S477A 5608-27A 
5478 STATA 
789 5806A 
5578.A 5849-50-1A 
735 5889A 
% 5890" 
G 1 
55414 67-8 
o 69 
5579.A W674 
283 W991 
2 
| fs 
4 
5 
6 
7 
8 
® 
‘W1000 
4 
5 
6 
tl 
8 
9 
10 
il 
ys 
W1013 
4 
5 
6 
7 
8 


Stockholder’s Ledger 


To Whom Transferred 


Selif 

H. L. Bennett 
W. P. Hopkins 
Joe Miller 


No. of Sharee 


500 
2000-7 
500 
500-V 


Otto E Dulbach 

Mrs. Beryl J. Warren 
M Blockhart 

self 

Carl M. Stelle 

Yak Ist Nat Bk 
Henry Carstens 
Donald A. Meyer 


300 
750 
500 

3750 

5000 

5000 


5000 


10000-/ 
2001/ 
100 19000 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
| i 
1007 
100 
100 
100 
100 
| 100 


Name—BRADSHAW 


——No. of Crtts.—— 
When Issued Old New 
Aug 17 1934 27154 226 
4836°'° 7 
2425°** su 
2427°* a 
5397‘ vs 
4780°* es 
5020‘ oe 
8203 
2173A a 
4332°* os 
5978 ce 
419A 3 
23 a 


Aug 20 1934 


Aug 22 1934 


GEO. H. 


From Whom Received 


Sarah Cole 100 
A A Larson 400 
Geo K Mareh 100 
66 6c ind 100 
Dora Nickerson 100 
Alfred Page 100 
Trimble & Co. 100 
John Scholler 50 
Alen Lowing 50 
A. A. Larson 100 
ae Ge oe 100 
Robt Beck 100 
E. K. Barnes 100 
46 66 ce 100 
ee 66 oe 100 
fe ¢é oe 100 
Joe Schraneck 200 
ee ee 200 
James D. Scott 100 
£6 a3 ee 900 


Kathryn D, Wilson 100 


PLAINTIFE’S EXHIBIT No, 1 


SUNSHINE MINING COMPANY 


No. of Shares Balance When Cancelled 


Apr 16 1935 


1000 


2500 


Address 
—No. of Crtfs.— 

Old New 
W226 W2038-47 
W259 W2048-55 
W334 W2056-62 
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% Guaranty Trust Co. 
Yakima, Wash. 


Stockholder’s Ledger 


To Whom Transferred No. of Shares 
Edw. M. Pocock 1000 
sé ee ee 800 
“se ir oe 700 
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PLAINTIFF’S EXHIBIT No. 2 
SUNSHINE MINING COMPANY 


Name—MILLER ALEX Address Stockholder’s Ledger 
—No. of Crtfs.— —No, of Crtfa.— 

When Issued old New From Whom Recelved No. of Sheres Balance When Cancelled Old Now To Whom Tranoferred No, of Sharee 
Jun 28 1934 Ford 123215 Jul 2 1934 5479 5578-9 Self 500 
Jul 2 1934 5499.A 5578 A self Oct 18 1939 300 Jal 6 1934 S4AT7TA 5608-27A H. L. Bennett 2000V 

9 “ Oct 18 1939 200 122215 Jul 17 1934 5478 STATA W. P. Hopkins 500V 
Aug 4 1934 735 5891‘ a Oct 18 1939 8750 121215 Jul 25 1934 789 5806A Joe Miller 500Y 
Nov 91934  5353A W962 127465 

R. M. Hardy Oct 18 1939 1000 120715 Jul 30 1934 5578A 5849-50-1A Otto E Dulbach 300 

128465 120215 Aug 4 1934 735 5889A Mrs. Beryl J. Warren 750 

119915 oe 5890°* M Blockhart 500 

114915 ue 1 self 3750 5000 

118665 Aug 15 1934 5541 A 67-8 Carl M. Stelle 5000 
108665 a 69 Yak 1st Nat Bk 5000 10000/ 
108465 Sep 12 1934 5579A = W674 Henry Carstens 200 

108465 Nov 15 1934 283 W991 Donald A. Meyer 100 ~=©19000 

109465 2 100 

3 100 

4 100 

5 100 

6 100 

7 100 

8 100 

i) 100 

W000 100 

4 100 

5 100 

6 100 

7 100 

8 100 

9 100 

10 100 

1 100 

2 | 100 

W1013 100V 

4 | 100 

5 | 100 

6 100 

109465 Frwd 7 100 

8 100 


Figures in italies indieate red typing in copy. 


; SUNSHINE MINING COMPANY aoe 
Name—ALEX MILLER Address Stockholder’s Ledger 
—No. of Crtfs.—. —wNo. of Crtfs.— 
When Issued Old New From Whom Received No, of Shsres Balance | When Cancelled Old New To Whom Tranaferred No. of Shares 

Forewarded 109465 283 W1019 Donald A. Meyer 100 
20 100 
| 1 100 
2 100 
| W1023 100 

4 100V 
5 100 
t 6 100 
| v 100 
8 100 
9 100 
30 100 
1 100 
2 100 
W1033 100 

4 100V 
5 100 
6 100 
7 100 
8 100 
o 100 
f 40 100 
1 100 
2 | 100 

10465 W1043 | 100 5000 

{ Nov 22 1934 362 W1107 Donald A. Meyer 100 
8 100 
W1110 100 
1 100 
| 2 100 
3 | 100 
4 100 
5 100 

6 100 
103365 | 7 100 
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Name—ALEX MILLER 


——No. of Crtfa.—— 
en Issued Old New 


From Whom Received 


SUNSHINE MINING COMPANY 
Address 


—No. of Crtfs,— 
When Cancelled old New 


Nov 22 1934 362 W1118 
2 
W1120 


No, of Sharea Balance 


103365 


Coe Ont A oP OD 


W1i3 


See aon our WN eH 


W114 


Ce maton rh oN EH 


W115 


co ND = 


99765 


Stockholder’s Ledger 


To Whom Transferred 


Donald A. Meyer 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
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No, of Shares 


SUNSHINE MINING COMPANY No. 9 
Address Stockholder’s Ledger 
—No. of Crtfs.— 
From Whom Received No.of Shares Balance When Cancelled Old New To Whom Transferred No, of Shares 
99765 Nov 22 1934 362 W1154 Donald A. Meyer 100 
: 5 100 
99465 6 100 5000 
Jan 2 1935 156 W1510 Carl M. Stelle 2000 
94465 a W1511 Yakima First Nat’ 3000 5000 
84465 Jan 3 1934 141 Wi1514 L. R, Rightmire 10000 
72465 so40A  W1515 Ds oS 12000 
Jan 9 1935 341 W1556 Arthur Notman 1500 
67465 Be ee L. R. Rightmire 3500 5000 
Apr 29 1935 424 W2159-2208 Edw. M. Pocock 5000 
62465 


dicate red typing in copy. 
[253] 
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SUNSHINE MINING COMPANY 5th Floor Exchange Bldg. 
2nd & Marion 
Name—POCOCK, EDWARD M Address Seattle, Washington 
Stoekholder’s Ledger 
on Imauad . at a From Whom Recetved No. of Sharee Balence When Cancelled ae a ee To Whom Trensferred No. of Shares 
16 1935 W226 W2038 Geo. II. Bradshaw 100 
4 | 100 
40 100 
1 100 
2 100 
3 100 
4 100 
i) 100 
6 100 
Vv wy 4 | 100 
W259 9 W2048 100 
) 100 
50 100 
1 100 
2 100 
3 100 
4 100 
Vv v 6 100 
W334 W2056 | 100 
1 100 
8 100 
) 100 
60 | 100 
1 | 100 
, Vv 2 Vv 100 2500 

23.1995 Woo W2105 Yakima First Nat'l] Bk 100 
6 100 
T 100 
8 100 
y 100 
10 100 
1 100 
2 100 
3 100 

Vv v4 V/ Vv 100 3500 Forward 
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= 


< 


i] 


oe 


Cs 


Weis 


6 


SCcwan 


SCeOmDNI Aas ON ee 


CMAN ek MM Oe OM IS Om ow Ne 


RD M. POCOCK 


From Whom Recelved 


Forward 


Yakima First Nat'l Bk 


Vv Vv 


SUNSHINE MINING COMPANY 


No. of Shares Balance 


3500 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


7000 


When Cancelled 


Forward 


Address 


—No. of Crtfs,— 
ie) 


New 


Stockholder’s Ledger 


To Whom Transferred 


262 


No, of Shares 
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263 
SUNSHINE MINING COMPANY 


Name—POCOCK, EDWARD M. Address Stoekholder’s Ledger 

——No. of Crifs,— —No. of Crtfs.— 

faoued old New From Whom Received No. of Shares Bslance When Cancelled Old New To Whom Transferred No. of Shares 

Foreward 7000 

93.1935 W69 W2150 Yak. First Nat’? Bank 100 
ee “4 1 46 ae ae as 100 
e nc oY ee a ne 100 
oe cones es te Oe Me 100 
i | He ue > 100 7500 

Y 1985 W2093  W2155 Sanford & Co. 300 7800 

25 1935 424. W2159 Alex Miller 100 


60 100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


_ 


3 NAAT WN 


BAAD EeEO HM Cee 
_ 
[=] 
i=) 


iso) 


yaw wre OC 
_ 
(=) 
oO 


ce, 
ce 


Vv Vv 100 10700 Forward 
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SUNSHINE MINING COMPANY 


Name—POCOCK, EDWARD M. Address Stockholder’s Ledger 
—-No. of Crtfs,.-—= —No. of Crtfs.— 
Jesued old New From Whom Recelved No. of Shares Balance When Cancelled Old New To Whom Transferred No, of Shares 
Foreward 10700 Apr 29 19385 W2105 W392 Cora T. Strout 50 
1935 424 W188 Alex Miller 100 ae 103} Etta L. Shonstrom 30 
g 100 se “4 ees oe 20) 100 
90 100 Apr 24 1935 W2050 N8063 Agnes L, Dian 100Y 
1 100 Apr 26 1935 2058 N8106 Fred B. Keeler, Jr. 100 
2 100 Seeg) ST es .s 100V 
3 100 Apr 26 1935 W2061 N1695 Fohnestoek & Co. 25 
4 100 ss 6 Jenks, Gwynne & Co. 25 
5 100 es N1697-1706 Maloney, ?& B 50 100V 
6 10 W2062 N1713 Uilligan, Goldberg 40 
7 100 a N1714-16 Elmer H. Bright & Co. 40 
8 100 ee N1717 E. A. Pierce & Co. 10 
i) 100 si N1718 Chas. D, Barney & Co. 10 100V 
W2206 100 Apr 29 1935 W2038 N8137 David B. Rushmore 100 
1 \ 100 8) ac “ oe 100 
2 100 “40 oe) “ su 100 
3 100 May 11985 W2155 N8233-5 BE. A. Pieree & Co. 300 
4 100 May 11935 W2041 N8248 David B. Rushmore 100 
5 100 2 ) 100 
6 100 3 50 100 
a 100 4 1 100 
Vv 8 Vn, 100 12800 5 2 100 
26.1935 W2087  W2219 Sanford & Co. 500 13300 6 3 100 
1985 Bes | Wed Margaret C. Sehultz 500 13200 au 4 160 
as | oe oe us 100 13800 8 B : 100 
13700 we) 6 100 
13500 W2051 U Vv Vv 100 
13400 W2169 N2071-2 E. A Pieree & Co. 140 
13300 May 11935 W2140 NS305 Gantmock & Co. 100 
13000 ene 26 100 
12700 W2146 say 160 
11700 eT is 100 
11600 hs) 9) 100 
“og “10 100 
50 cory | 106 
| FN Vv 100 


10800 Forward 


PLAINTIFE'S EXHIBIT No. 4 


SUNSHINE MINING COMPANY No. 10 
YAKIMA FIRST NATIONAL BANK Address Stoeckholder’s Ledger 
—No. of Crifs.——- —WNo. of Crtfs.— 
janued Old New Frem Whem Received No. of Shares Balance When Cancelled Old New To Whom Transferred 
1666 5862A Earnest Harmon 1000 11/23/34 W938 W1167 Carl M. Stelle 
437 = a es 3000 4000 cs W1168 R. M. Hardy 
5541A W69 Alex Miller 5000 ok W1169 Self 
736 W938 A. E. Larson Ist 5000 12/11/34 W939 W1372 C. M. Stelle 
2822 W939 es as Se 5000 1373 a oe 
W923 W940 amin ae at 1000 W940 W1373 aN oe 
W938 W1169 Self 4000 12/11/34 W1169 W1374 Beatrice MeCullough 
156 W1511 Alex Miller 3000 1375 ae as 
5545A  W1847 Lila J Miller 7000 1376 a : 
1377 ve a 
1378 Dudley P. Rogers 
1379 John M. Baker 
1380 ee as 
1381 oe s 
1/ 9/85 W1511 W1549 L. R. Rightmire 
W1511 W1550 oes 
4/11/35 5862A W1970-2009 Donald A Meyer 
4/23/35 Wed W2105-2154 Edw. M. Pocock 
5/13/35 W1847 W2361 Marion Metals Ltd 
34000 


500 
500 
4000 
4900 
100 


500 
500 
500 
500 
400 
600 
500 
500 
2500 
500 


Ne, of Shares 


5000 


5000 
1000 


United States of America 267 
PLAINTIFF’S EXHIBIT No. 5 


Certificate Certificate 
for for 
100 ov more 100 or more 
Shares Shares 
Number Shares 

WN. 69 —}000— 
Incorporated Under the Laws of the State of 
Washington 


Sunshine Mining Company 
Capital Stoeck—1,500,000 Shares 

This Certifies That Yakima First National Bank 
is the owner of *Five Thousand fully paid and non 
assessable Shares with par value of ten cents (10c) 
per share of the Capital Stock of Sunshine Mining 
Company transferable only on the books of the Cor- 
poration by the holder hereof in person or by duly 
authorized attorney upon surrender of this Certifi- 
cate properly endorsed. This Certificate 1s not valid 
until countersigned by the Transfer Agent and regis- 
tered by the Registrar. 

Thous — Hunds — Units 


CMO MAD Pr wwe 
O@unuonmston fF wwe 
@wrornmvAanf wwe 
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In Witness Whereof, the said Corporation has 
caused this Certificate to be signed by its duly au- 
thorized officers and to be sealed with the Seal of the 
Corporation this 15th day of August A. D. 1934. 


Sunshine Mining Company R. M. Hardy 
Transfer Agent President 
By R. B. Kenyon R. B. Kenyon 
Secretary 
Sunshine Mining Co. Incorporated 
Seal 
May, 1918 
Washington 
North Pacific Bank Note Co. 


This Certificate Is Transferable Either 
In New York City or Yakima, Washington 


Registered Aug. 15th, 1934 


Guaranty Trust Company Cancelled and 
(Yakima, Wn.) Registrar Reissued in 
‘By Lon Boyle Cft No W 2105 to 
Authorized Officer W 2154 ine. 
[259] 
( Endorsement ) 
For Value Received, ............ hereby sell, assign and 


transfer UNt0 --.2..2e eee eee 
Shares of the Capital Stock represented by the with- 
in Certificate, and do hereby irrevocably constitute 
and appomne .......-...ee Attorney 
to transfer the said Stock on the books of the within 
named Corporation with full power of substitution 
in the premises. 
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Wated Ayr 23 1935 19.... 


In presence of Yakima First National Bank 
R. B. Kenyon by R. M. Hardy 
Pres: 


Notice, The Signature of this Assignment Must 
Correspond with the name as written upon the face 
of the certificate in every particular without altera- 
tion or enlargement, or any change whatever. 

(U.S.LR. Stamps) 
Documentary 
20¢ 


(Stub) 
Doey. Stamp on 5541A 
Certificate No WN 69 For 5000 Shares 
Issued to Yakima First Nationa] Bank 
Dated Aug. 15, 1934 19.... 
From Whom Transferred 
Alex Muller 


No. Original Shares 10000 
No. of Shares Transferred 5000 
Received Certificate No. _.........--.......- For 


F. V. Glaetzner [260] 
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PLAINTIFF’S EXHIBIT No. 6 


Incorporated Under the Laws of the State of 
Washington 
No, 424 xxx0000xxxShares 
Sunshine Mining Company 
Capital Stock—$150,000.00 


Fully Paid Non-Assessable 


This Certifies that Alex. Miller is the owner of 
Five thousand Shares of the Capital Stock of Sun- 
shine Mining Co. transferable only on the books of 
the Corporation by the holder hereof in person or 
by Attorney, upon surrender of this Certificate prop- 
erly endorsed. 


In Witness Whereof, the said Corporation has 
caused this Certificate to be signed by its duly au- 
thorized officers and to be sealed with the Seal of the 
Corporation at Spokane, Washington, this 12th day 
of November, A. D. 1921. 

(2) EK. C. Tuesley Secretary 
George Kebel, President 


Shares 10c Each 


Sunshine Mining Co. Incorporated 
Seal 
May, 1918 
Spokane, Wash. 


Cancelled and Reissued in 
Cft No. W 2159 to W 2208 ine. 
[261] 
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(Endorsement) 

Hor Value Received, ............ hereby sell, assign and 
© SLOP (UDC) Seva 2: ee 
Shares of the Capital Stock represented by the with- 
in Certificate, and do hereby irrevocably constitute 
> OC) SUD |OUR 1: aus ene 
to transfer the said Stock on the books of the within 
named Corporation with full power of substitution 
in the premises. 


In presence of Alex Miller 
oi —_— Signature Guaranteed 
YAKIMA FIRST NATIONAL 
BANK 
Yakima, Wash. 
BF. V. GLAETZNER 
By Asst. Cashier. 

Notice, The Signature of this Assignment Must 
Correspond with the name as written upon the face 
of the certificate in every particular without altera- 
tion or enlargement, or any change whatever. 

(U:S.LR. Stamps) 
Documentary 
20¢ 
No. 51 
(Stub) 
Certificate No. 424 For —5000— Shares 
Issued to Alex Miller Miller Bldg Yakima Wn. 
Dated Nov 12 1921. 
From whom transferred 
Treasury 
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No. Original Certificate 102 
No. Original Shares 1000000 
No. of Shares Transferred 5000 


[262] 
PLAINTIFF’S EXHIBIT No. 7 
Certificate Certificate 
for for 
100 or more 100 or more 
Shares Shares 
Number Shares 
WN 226 —1000— 
Incorporated Under the Laws of the State of 
Washington 
(U.S.LR. Stamp) 
(Documentary ) 
(4c) 


Sunshine Mining Company 
Capital Stock—1,500,000 Shares 


This Certifies that Geo. H. Bradshaw is the owner: 


of *One Thousand fully paid and non-assessable 
Shares with par value of ten cents (10c) per share 
of the Capital Stock of Sunshine Mining Company, 
transferable only on the books of the Corporation 
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by the holder hereof in person or by duly authorized 
attorney upon surrender of this Certificate properly 
endorsed. This Certificate is not valid until counter- 
signed by the Transfer Agent and registered by the 
Registrar. 

Thous — Hunds — Units 
it 1 


oMpMNIoaonrk wow @ 
Oo OAD Or w 
CO DWOeaQg qm or W bd 


In Witness Whereof, the said Corporation has 
caused this Certificate to be signed by its duly au- 
thorized officers and to be sealed with the Seal of the 
Corporation this 17th day of August A. D. 1934. 


Sunshine Mining Company R. M. Hardy 


Transfer Agent President 
By R. B. Kenyon R. B. Kenvon 
Secretary 


Sunshine Mining Co. Incorporated 
Seal 
May, 1918 
Washington 
North Pacific Bank Note Co. 


This Certificate Is Transferable Hither 
In New York City or Yakima, Washington 
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Registered Aug. 17th, 1934. 


Guaranty Trust Company Cancelled and 
(Yakima, Wn.) Registrar Reissued in 
By Lon Boyle Cit. No. W 2038 to 
Authorized Officer 2047 ine. 
[263 ] 
(Endorsement) 
For Value Received, ............ hereby sell, assign and 


transfer Utito .......00.0cced ee 
Shares of the Capital Stock represented by the with- 
in Certificate, and do hereby irrevocably constitute 
and appoint . 222.22. Scece i Attorney 
to transfer the said Stock on the books of the within 
named Corporation with full power of substitution 
in the premises. 


Signature Guaranteed 
YAKIMA FIRST NATIONAL 
BANK 
Yakima, Wash. 
F. V. GLAETZNER 
By Asst. Cashier. 

Notice, The Signature of this Assignment Must 
Correspond with the name as written upon the face 
of the certificate in every particular without altera- 
tion or enlargement, or any change whatever. 
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(Stub) 


Certificate No. WN 226 For 1000 Shares 
Issued to Geo. H. Bradshaw 
Dated Aug. 17, 1934 19.... 
From Whom Transferred 
Sarah Cole, A. A. Larson, Geo. K. March, Dora 
Nickerson, Afred Page, Trimble & Co. 


GCC ee eves i oe 
No. Original No. Original No. of Shares 
Certificate Shares Transferred 
2T1I5A 5397A 100—100 1000 
4836°° 4780** 400—100 
2AZ oe 5020" 100—100 
242'7** 100 
Received Certificate No. 226 for 1000 Shares this 
ec ee... Ca Olgas os ce 


Geo. H. Bradshaw [264] 


Memo Sale 
KE. J. Gibson & Co. 
Five Wall Street 
Main 3381 
Spokane, Wash., 
Aug. 16, 1934. 
Sold to Guaranty Trust Co. 1000 Shares Sunshine 
BrOCle @ ............ 10¢ par value. Tax 4e. 
Certificate Nos. 4780A, 5397A, 2715A, 2425A, 
2427A, 5020A, 4836A. 
kK. J. Gibson & Co. 
by B. 
We hereby certifv that delivery of the above de- 
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scribed stock 1s made solely for completing the pur- 
chase for your account, and that we have no owner- 
ship or interest in this stock whatsoever. 
(U.S.1.R. Stamps) 
(Documentary ) 
(4c) 
(Stock Transfer) [265] 


PLAINTIFE’S EXHIBIT No. 8 


Certificate Certificate 
for for 
100 or more 100 or more 
Shares Shares 
Number Shares 
WN 259 —800— 
Incorporated Under the Laws of the State of 
Washington 
(U.S.LR. Stamp) 

(Documentary) 

(4c) . 


Sunshine Mining Company 
Capital Stock 1,500,000 Shares 


This Certifies that Geo. H. Bradshaw is the owner 
of *Hight Hundred fully paid and non-assessable 
Shares with par value of ten cents (10c) per share of 
the Capital Stock of Sunshine Mining Company 
transferable only on the books of the Corporation 
by the holder hereof in person or by duly author- 
ized attorney upon surrender of this Certificate prop- 
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erly endorsed. This Certificate is not valid until 
countersigned by the Transfer Agent and registered 
by the Registrar. 


Thous — Hunds — Units 
1 


@evrFrauawnr we wp 
oO MD @M@auvrrh wWwek 
@snmntoaur wwe 


F In Witness Whereof, the said Corporation has 
caused this Certificate to be signed by its duly au- 
thorized officers and to be sealed with the Seal of the 
Corporation this 20th day of August A. D. 1934. 


Sunshine Mining Company RR. M. Hardy 


Transfer Agent President 
By R. B. Ikenyon R. B. Kenyon 
Seeretary 


Sunshine Mining Co. Incorporated 
Seal 


North Pacific Bank Note Co. 

This Certificate Is Transferable Either 
In New York City or Yakima, Washington 
May, 1918 
Washington 
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Registered Aug. 20th, 1934. 


Guaranty Trust Company Cancelled and 
(Yakima, Wn.) Registrar Reissued in 
By Lon Boyle Cft No. W 2048 to 
Authorized Officer 2055 ine. 
[266] 
(Endorsement) 
For Value Received, ...........- hereby sell assign and 


transfer Unto 22.2... 
Shares of the Capital Stock represented by the with- 
in Certificate, and do hereby irrevocably constitute 
and appoimt ......2..-- ee 
Attorney to transfer the said Stock on the books of 
the within named Corporation with full power of sub- 
stitution in the premises. 


GEO. H. BRADSHAW 
In presence of 
Signature Guaranteed 

YAKIMA FIRST NATIONAL 

BANK 
Yakima, Wash. 
F. V. GLAETZNER 
By Asst. Cashier. 

Notice, The Signature of this Assignment must 
correspond with the name as written upon the face 
of the Certificate in every Particular without altera- 
tion or enlargement, or any change whatever. 


(Stub) 
Certificate No. WN 259 for 800 Shares 
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Issued to Geo. H. Bradshaw 
Dated Aug. 20, 1934 
From Whom Transferred 
John Scholler, Alen Lowing, A. A. Larson, 
R. Beck, E. K. Barnes 


Weltte (iene... VOR... 
No. Original No. Original No. of Shares 
Certificate Shares Transferred 
Za 3203 100 =50 800 
zee QT 3X 100 ~=50 
20) 4332" 100 100 
20 5973" 100 100 
419‘ 100 
Received Certificate No. ................ Ch eae eee nae ee 
PaCS WMIS ..........--cs00--------- Clay O ngeeet. 2G 7 1S 
GEO. H. BRADSHAW [267] 
Memo Sale 


E. J. Gibson & Co. 
Five Wall Street 
Main 3381 


Spokane, Wash., 
Aug. 17, 1934. 


Sold to Guaranty Trust Co. 800 Shares.......................... 
miock @ ...... 10c par Value. Tax 4e. 


Certificate Nos. 5978A, 432A, 419A, 8203, 2173A, 
93-4-5-6, 


E. J. Gibson & Co. 
by B. 
We hereby certify that delivery of the above de- 
scribed stock is made solely for completing the pur- 


280 Guaranty Trust Company vs. 


chase for your account, and that we have no owner- 
ship or interest in this stock whatsoever. 
(U.S.LR. Stamp) 
(Documentary ) 
(4c) 
(Stock Transfer) [268] 


PLAINTIFF’S EXHIBIT No. 9 


Certificate Certificate 
for for 
100 or more 100 or more 
Shares Shares 
Number Shares 

WN 334 700 
Incorporated Under the Laws of the State of 
Washington 
(U.S.L.R. Stamp) 
(Documentary ) 

(4c) 


Sunshine Mining Company 
Capital Stock—1,500,000 Shares 

This Certifies that Geo. H. Bradshaw is the owner 
of *Seven Hundred fully paid and non-assessable 
Shares with par value of ten cents (10c) per share of 
the Capital Stock of Sunshine Mining Company 
transferable only on the books of the Corporation by 
the holder hereof in person or by duly authorized 
attorney upon surrender of this Certificate properly 
endorsed. This Certificate is not valid until counter- 
signed by the Transfer Agent and registered by the 
Registrar. 
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Thor unds=— Units 


1 1 1 
2 2 2 
3 5) 3 
4 4 4 
5) i) 5) 
6 6 6 
7 ® 7 
8 8 8 
9 y) 9 
® 0 ey) 


In Witness Whereof, the said Corporation has 
caused this Certificate to be signed by its duly au- 
thorized officers and to be sealed with the Seal of the 
Corporation this 22nd day of August A. D. 1934. 


Sunshine Mining Company RM. Hardy 


Transfer Agent President 
By R. B. Kenyon R. B. Kenyon 
Secretary 
Sunshine Mining Co. Incorporated 
Seal 


This Certificate Is Transferable Either 
In New York City or Yakima, Washington 
May, 1918 
Washington 
North Pacific Bank Note Co. 


Registered Aug. 22nd, 1934 


Guaranty Trust Company Cancelled and 
(Yakima, Wn.) Registrar Reissued in 
By Lon Boyle Cft No. W 2056 


Authorized Officer to 2062 ine. [269] 
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(Endorsement ) 

For Value Received, ...........- hereby sell, assign and 
transfert .......-:cce ee 
Shares of the Capital Stock represented by the with- 
in Certificate, and do hereby irrevocably constitute 
and Appoint ...........2...-:c.0se- Attorney 
to transfer the said Stock on the books of the within 
named Corporation with full power of substitution 
in the premises. 


GEO. H. BRADSHAW 
In presence of 
Notice, The Signature of this Assignment Must 
Correspond with the name as written upon the face 
of the certificate in every particular without altera- 
tion or enlargement, or any change whatever. 
Signature Guaranteed 
YAKIMA FIRST NATIONAL 
BANK 
Yakima, Wash. 
By F. V. GLAETZNER 
Asst. Cashier. 


(Stub) 

Certificate No. WN 334 for 700 Shares 
Issued to Geo. H. Bradshaw 
Dated Aug. 22, 1934 19.... 

From Whom Transferred 
Joe Schraneck, James D. Scott, 
Kathryn D. Wilson 


United States of Amertca 283 


Lc il) eee 
No. Original No. Original No. of Shares 
Certificate Shares Transferred 
9799 200 700 
9798 100 
9786 100 
1878A. 200 
8542 100 
Received Certificate No............00000.0.... i (0) cee Re a 
Saves (MIS. ..............--—---- GeiygO) f=: ene ee Hee ee. 


GEO. H. BRADSHAW [270] 


Say 


June 


UKE 


st 


Il, L. Leeper, P. M. Revenue Stamps 
U.S. Gov't Tax on Check 
Yak. First Natl Bank Int on Note 


Guaranty Trust Uo. 
Met. Life Ins. Co. 


Payt on R. FE. Cont. 
Prem for May 1934 


Yak. County Treas. Ist 4 1933 Taxes 
L 12 B 30 (Old G. T. Co. Bldg) 
VJ. 8S. Govt Tax on Cheeks 


Met. Life Ins. Co. Prem for June 1934 


Yak. First Natl Bank Int. on Note 


U. S. Gov't Tax on Cks 
Met. Life Ins. Co. I’rem for July 1934 


Quaranty Trust (o. 


Yak First Natl Bk. Int on Note 

Yak. Bindery & Printing Co Stock Ledger 
Shevcts 

Met 


Life Ins. Co. Prem for Auy 1934 


Yak First Natl Bk Int of Note 


Yak Daily Republic 
Statement 


Publishing Fin 


U.S. Govt Tax on Checks 


Y FN B 1000 Sh. Sunshine Mining Co Stock 7 


oe 5000 s**t oe oe oe oe 
“ soo * oo ry a 
ee 70 ee ae oe oy 


Int on Cont to 6/30/34 1 


PLAINTIFF'S EXHIBIT No. 


CR CR 
Cash 
Check No. Dishursements Y.F.N. Bank General 
333 5.00 5.00 
5.001 
OF 04 
OLY 
334 75,00 75.00 
75.00V 
5 5000.00 
6 115.71 5115.71 
115.71V 
ai 551.06 
- 08 551.14 
551.14 
8 115.71 115.71 
115.71) 
9 750.00 750.00 
750,00// 
- 06 
340 115.71 115.77 
115.77V 
1078.33 1078.33 
1078.33 
2 60.00 60.00 
60,00/ 
3 3.60 3.60 
3.60V 
+ 115.71 115.71 
M5.71yY 
5 75.00 75.00 
75.00\/ 
6 4.95 4.95 
4.957 
- 06 06 
O6V 
7725.00 
§ 0000.00: 47725.00 
47725.00V/ 
2 6320.00 6320.00 
6320.00\/ 
350 5530.00 5530.00 
5530.00V/ 


10 


DR DR 


General Expense 


5000.00R.E. 


5000.00\/ 


DR 
Employees 
Insurance 


115.71 
115.71 


115.71 
115.71) 


115.71 
15.717 


DR 
Notes 
Peyable 


28-4 


ie) 
DR 
Sunshine 
Mining Co. Stock 


47725.00 
47725.00V/ 
6320.00 
6320.00 
5530.00 
5530.00V/ 
[271] 
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PLAINTIFF'S EXHIBIT No. 11 


CR cR cR cR 2 
DR DR cR CR Employees Notes Sunshine Subscribed 
Cash Receipts Y.FLN Bank General General Income Insurance Payable Mining Co Stock Capital Shares of Stock 
G.T.C. Ins. Prem for Mar 22.23 
YFNB “ “ — 88,92 
FNB-W “ ‘‘ eee 7Al 118.56 118.56 
Cash—Revenue Stamps 22.40 22.40 Exp 22.40 
140.96 22.407 118.567 
4 Sunshine Mining Co. Divd 7500 
sh @ 20¢ 1500.00 1500.00 1500.00 
1500.,00V 1500.00 
20 0.T.Co Ins Preta for Apr (Bal 
dune 54¢) 31.95 
YFNB ‘* * “ Apr 80.37 
FNB-W Bo 5.70 118.02 118.02 
118.02 V 118,02 
Yak. First Natl Bank Sale of 7500 
sh Stock Sunshine Mining Co 62451.50 Sunshine 61451.50 
1 Sunshine Mining (Co. Stock 5000 Mining Co Stoek 
Bh @ $12.00 60600.00 Y.1LCorp Stoek 
Yakima Holding Corp. Stock Invest Aeet. 
Invest Acct 1119 shares (@ $15.00 16785.00 
Capital Aceount 288) shares 
@ $15.00 43215.00 28.81 
The total of 4000 shares are 
eovered hy Cert #686 Dated 
§-1-35 issued to Alex Miller 
{For explanation see helow 
1 Yak. Virst Nat! Bank Sale of 
5000 sh stock Sunshine Mining 
Ca. nt $12.00 per sh 60000.60 60000,00 
1 od. D. Keek Revenue Stninps Re 
Transfer Stock 13,20 121464.70 


Exp 13.20 
121464.70\/  60000,00.\/ 16785.00V 


121451.50V 43215.00% 28.81 
13,20V 


tUnder letter dated 12-11-31 Alexander Miller agreed 
fo exchange 5000 shures Stock Sunshine Mining Co 
ta $12.00 per share for 4000 shares stock Yakima 
Holding Corporation (2 $15.00 per share 


[272] 
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Plaintiff's Exhibit No. 11—(Continued) 


Cash Receipt» Y.F.N.Bank 


2678785 86 - ab 8S 


[273] 
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PLAINTIFF’S EXHIBIT No. 13 


Nos; 34g 
Aug. 17th 1934 $7725.00 
In Havor of22_-___2 Yak. -. N. Bi aa 


Charge Account of _..._________ 
Particulars—1000 Sh. S. M. Co. Stock 


eee eee Ci 19._._ 3a 
Cash Book Folio =a 

No. 3430 

Ame Iu) eee $40,000 —-—- enone 
ine Mavor ors... Y. FE. N. BRK._._._ eae 


Chatge Account of _.._.______.____733eee eee 
Particulars—5000 Sh. S. M. Co. Stock 


ee 


PLAINTIFF’S EXHIBIT No. 14 


No. 340Regee- ==. 5 
Aue. 18th Ws 4s 2 eee eee $0820; 00@aee 2 == 
lire anOi Ol. 2a Y. E. N. BK. 22a 
Charge Account of ___---.-.----22 == 


Particulars—800 Sh. Sun. M. Co. Stock 
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im Havor of Yen. BE 

Charge Account of 

Particulars 700 Sh. S. M. Co. 
CDJ 19 


Cash Book Wolio.._-_-_.._ 


PLAINTIFE’S EXHIBIT No. 15. 


ARTICLES OF INCORPORATION 
OF 
YAKIMA HOLDING CORPORATION. 


KNOW ALL MEN BY THESE PRESENTS, 
That we, the undersigned citizens of the United 
States, all residing at Yakima, Washington, have as- 
sociated ourselves and do hereby associate ourselves 
together for the purpose of forming a corporation 
under the general incorporation laws of the State 
of Washington, and hereby make and adopt these 


Articles of Incorporation in triplieate. 
% % * * aS * % 


ARTICLE II. 


Objects and Purposes. 

The objects and purposes of the formation of this 
corporation are to establish a holding company to 
take and hold the capital stock of banks, trust com- 
panies, corporations, joint stock companies and asso- 
ciations, and generally to hold corporate stocks, 
bonds and obligations and participate in the man- 
agement and control of the corporations whose stock 
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Plaintiff’s Exhibit No. 15— (Continued) 
or bonds it may hold. To that end it shall have 
the power, and the objects for which it 1s formed 
shall be: 

1. ‘To subscribe for or cause to be subseribed for, 
buy, own, hold, purchase, receive or acquire, and to 
sell, negotiate, guarantee, assign, deal in, exchange, 
transfer, mortgage, pledge or otherwise dispose of 
shares of capital stock, script, bonds, coupons, mort- 
gages, debentures, debenture stock, securities, notes 
acceptances, drafts and evidence of indebtedness is- 
sued by banks, trust companies or other corpora- 
tions, joint stock companies or associations, whether 
public or private and while the owner thereof, to 
possess and to exercise in respect thereof all the 
rights, powers and privileges of ownership, includ- 
ing the right to vote thereon; to guarantee the pay- 
ment of dividends on any shares of capital stock 
of any of said banks, corporations, [277] joint stock 
‘companies or associations in which this corporation 
has or may at any time have an interest and become 
surety in respect of endorsers or otherwise guaran- 
tee the payment of principal or interest of any 
script, bonds, coupons, mortages, debentures, de- 
benture stock, securities, notes, drafts, bills of ex- 
change or evidence of indebtedness issued or created 
by any such corporations, joint stock companies or 
associations; to become surety for or guarantee the 
carrying out or performance of any and all con- 
tracts, leases and obligations of every kind of any 
bank, corporation, joint stock company or associa- 
tion, and in particular of any corporation, banking 
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Plaintiff’s Exhibit No. 15—(Continued) 
association or trust company, any of whose shares, 
script, bonds, coupons, mortgages, debentures, de- 
benture stock, securities, notes, drafts, bills of ex- 
change or evidences of indebtedness are at any time 
held by or for this corporation, and to do any acts 
or things designed to protect, preserve, improve or 
enhance the value of any such shares, script, bonds, 
coupons, mortgages, debentures, debenture stock, 
securities, notes, drafts, bills of exchange or evidence 
of indebtedness, and to issue in exchange for and in 
payment of any stock, bonds, debentures, debenture 
stock, securities, notes, drafts or other property 
purchased by it, its own stock, bonds or other obliga- 
tions or securities. 

2. ‘To organize, incorporate, re-organize, finance 
and to aid and assist financially or othe1rwise, com- 
panies, corporations, joint stock companies, syndi- 
cates, partnerships and associations of all kinds, 
particularly those engaged in banking, or in other 
financial enterprises, and to underwrite, subscribe 
for and endorse the bonds, stocks, securities, de- 
bentures, notes or undertakings of any such com- 
panies, corporations, joint stock companies, syndi- 
cates or associations, or to make any guarantees in 
connection therewith or otherwise for the payment 
of money or for the performanee of any obligation 
or undertaking, and to do any and al] things neces- 
sary or convenient to carry any of such purposes 
into effect. [278] 

3. To issue shares of capital stock, bonds, e- 
bentures, notes or other obligations of this corpora- 
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tion for cash, for labor done, for property, real or 
personal, or lease thereof, or for any compensation 
for any of the foregoing, or for any property, real 
or personal, which it may be deemed advantageous 
to acquire. 

4. To obtain, grant, purchase, lease or otherwise 
acquire any concessions, rights, options, patents, 
privileges, lands, rights of way, sites, properties, un- 
dertakings or business, or any rights, options or con- 
tracts in relation thereto, and to perform, carry out 
and fulfill the terms and conditions thereof and to 
carry the same into effect, and to develop, maintain, 
lease, sell, transfer and dispose of and otherwise 
deal with the same. 

5. ‘To acquire by purchase, lease or otherwise, 
and to own, hold, sell, mortgage, release, encumber 
and improve real estate wheresoever situate and to 
construct and erect thereon structures of any kind 
.and lease space therein and collect rentals therefor 
and to own stock in any building corporation and 
assist in financing the erection of office or other 
buildings. 

6. To acquire by purchase or otherwise, hold, 
possess, mortgage, transfer, sell, convey or otherwise 
dispose of and deal in all kinds of personal property 
wheresoever situate. 

7. To acquire, hold, own, utilize and dispose of 
grants, concessions and franchises or interest there- 
in; to cause to be formed, merged or re-organized, 
and to promote and aid in any way permitted by 
law the formation, merger or re-organization of any 
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corporation, domestic or foreign; to enter into con- 
tracts of underwriting of securities of any other 
corporation, domestic or foreign, and to buy, sell 
and deal in the same or any interest therein, and to 
act as manager of such underwriting agreements. 

8. To investigate and report with respect to, and 
undertake, carry on, assist or participate in the 
hquidation or re-organization or consolidation of 
financial, commercial, mereantile, manufacturing or 
other business concerns, firms, associations and 
[279] corporations, domestic or foreign, and for all 
purposes and to the extent permitted by law. 

9. To undertake and carry on any business, un- 
dertaking, enterprise, venture, transaction or opera- 
tion generally undertaken or earried on by pro- 
moters, contractors and merchants, and in the course 
thereof, to acquire and dispose of or otherwise to 
turn to account or realize upon all or any negotiable 
or transferrable instruments or securities. 

10. To borrow money for any purpose and to is- 
sue notes, bonds, debentures, debenture stock, trade 
acceptances and/or other obligations therefor, and to 
secure the same by pledge or mortgage of all or any 
part of the property of this corporation, either real 
or personal, or to issue bonds, debentures, debenture 
stock, notes or other obligations without any such 
security. 

11. To draw, make, accept, endorse, discount, 
guarantee, execute and issue promissory notes, bills 
of exchange, drafts, warrants and all kinds of obliga- 
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tions and certificates and negotiable or transferrable 
instruments. 

12. ‘To loan money and to take as evidence of any 
security for money loaned, notes, mortgages, deeds 
of trust, bonds, debentures or other choses in action. 

13. To act as agent, factor or broker, to write 
insurance either on its own property or for others 
and to handle and control, rent and manage its own 
property or property belonging to others. 

14. To have one or more offices to carry on any 
or all of its operations in business, and without re- 
striction or limit, to own property and do business 
in any of the states or territories of the United 
States, and in the District of Columbia and in any 
and all foreign countries, subject to the laws of such 
state, district, territory or country. 

15. To do any and all acts and things necessary 
or convenient to the attainment of the purposes for 
‘which this corporation is organized, or any of them, 
and to the same extent as natural persons lawfully 
could do in any part of the world in so far as such 
[280] acts are permitted to be done by a corporation 
organized under the laws of the State of Washington. 

The foregoing clauses shall be construed both as 
objects and powers, and it is hereby expressly pro- 
vided that the foregoing enumeration of specific 
powers shall not be held to limit or restrict in any 
manner the powers of this corporation, and are in 
furtherance of and in addition to, and not in limita- 
tion of the general powers conferred by the laws of 
the State of Washington. 
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* * * * ¥ * ae 


BY-LAWS 
of the 
YAKIMA HOLDING CORPORATION 


Adopted by the Trustees of said corporation at their 
meeting duly convened and held on the 231d day of 
January, 1930. 


% % % * sg * % 


Article I1.—Board of Trustees 

* * & * % ay * 

Section 12. Ratification by Stockholders of Acts 
or Contracts. The Board of Trustees, in its disere- 
tion, may submit any contract or act for approval 
or ratification at any annual meeting of the Stock- 
holders, or at any meeting of the Stockholders called 
for the purpose of considering any act or contract; 
and any contract or act that shall be approved or 
ratified by the vote of the holders of a majority of 
the common stock of the corporation, which is rep- 
resented in person or by proxy at such meeting, 
(provided that a lawful quorum of the stockholders 
be there represented in person or by proxy) shall 
be as valid and binding upon the corporation and 
upon all the stockholders as though it had been ap- 
proved and ratified by every stockholder of the cor- 
poration. 
* * ae * * * & 

Section 15. General Powers. The Board of 
Trustees may adopt or amend by-laws for the cor- 
poration; make rules not inconsistent with the laws 
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of the State of Washington, or with the by-laws of 
this corporation, for the guidance of its officers and 
management of its business. 

They may, by vote of a majority of the Trustees, 
remove any officer of the corporation; any officer 
shall, on demand deliver to the Board any books, 
papers, records, documents or other instruments 
pertaining to the business of the corporation in his 
possession; and the Board shall fill all vacancies 
that may occur in the offices of the corporation. 

The Board of Trustees may authorize the sale, 
conveyance, mortgage, lease or other disposition of 
any of the property of the corporation in the ordi- 
nary course of business, and when authorized there- 
to, by vote of two-thirds of the stockholders of the 
corporation who are entitled to vote, may sell all of 
[282] the property of the corporation in one trans- 
action. All deeds, mortgages and other instruments 
. necessary to be executed under the seal of the cor- 
poration, shall be executed by the President or Vice 
President and attested by the Secretary when so 
ordered by the Board of Trustees. All other instru- 
ments may be executed in the name of the corpora- 
tion by the President or such other officer as the 
Board of Trustees may authorize. 


Article I1I.—Executive Committee. 

Section 1. Executive Committee; Of Whom Com- 
posed. The Chairman of the Board of Trustees, the 
President, the Vice President, the Treasurer and 
the Secretary of the corporation, duly elected and 
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acting, shall constitute the executive committee of 
the corporation, and the President of the corpora- 
tion shall be the Chairman and the Secretary the 
Secretary of the Executive Committee. 

Section 2. Action of the Committee to Be Re- 
ported to the Board. All actions taken and things 
done by the Executive Committee shall be reported 
to the Board of Trustees at its meeting next suc- 
ceeding such action, and shall be subject to re- 
vision or alteration by the Board of Trustees; pro- 
vided, that no rights or acts of third parties shall 
be affected by any such revision or alteration. 

Section 3. Rules of Procedure. The Executive 
Committee shall fix its own rules of procedure and 
shall meet where and as provided by such rules, 
or by resolution of the Board of Trustees, but in 
every case the presence of a majority of the mem- 
bers shall be necessary to constitute a quorum. In 
every case the affirmative vote of a majority of the 
members of the committee present at the meeting 
shall be necessary to its adoption of any motion or 
resolution. 

Section 4. Powers and Duties. During the in- 
tervals between the meetings of the Board of 'Trus- 
tees, the Executive Committee shall possess and may 
exercise all the powers of the Board of Trustees in 
the management of all of the affairs of the [283] 
corporation and the execution of legal instruments, 
with or without corporate seal, in such manner as 
said committee shall deem to be for the best interest 
of the corporation, in all cases in which specific di- 
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rections shall not have been given by the Board of 
Trustees. [284] 

Be * x * * % * 

The annual meeting of the stockholders was held 
in the Yakima First National Bank Building, Yak- 
ima, on Tuesday, February 5th, 1935 at 3:00 P. M. 
pursuant to notice. 

The meeting was called to order by Mr. R. M. 
Hardy, President, who acted as Chairman. Mr. 
Geo. H. Bradshaw acted as Secretary. 

At the request of the Chairman the Secretary 
then read the notice addressed to the stockholders 
ealling the meeting, which said notice is as fol- 
lows: 

“Yakima, Washington, January 18, 1935 

‘‘The regular annual meeting of the stock- 
holders of the Yakima Holding Corporation 
will be held in the Yakima First National Bank 
Building, at the corner of Yakima Avenue and 
South First Street, Yakima, Washington, on 
Tuesday, February 5th, 1935 at 3:00 P. M. 

‘*Yours very truly, 
GHO. H. BRADSHAW 
Secretary’’. 

An affidavit made by Wm. B. Bradshaw was also 
read, setting forth that a copy of such notice was 
mailed to all the stockholders of record on the 19th 
day of January, 1935. 

At the request of the Chairman, the Secretary 
made the roll call and it was found that the follow- 


Umted States of America 299 


Plaintiff’s Exhibit No. 15—(Continued) 
ing persons, being stockholders of the Company, 
were present in person: 


Be NUNN) 325.0 cc2enecccc-caccepcdecsencoceeceevseueccasese 12 shares 
Ox, JUL, 1200810 1 Son 
[Posi LDL E6321 6) ee es 
THY, gel Bkelll). aR eee oc0 
Mosel We OuGher: .......0.-2.c2c-0.--0c00csss-cncccesencson-- 00° 
Grey LER JESANG ISI ie eee 450 ‘“ 
Joe. [Bes O11) Sea eee ee ee a ie, 
SEONG A, OFS 01 0) 6 150 
Jbl ee AN A) i (C1010 111 <{ en 40‘ 
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Guaranty Trust Co., Trustee for Arthur A. 

marc Viligallietin Awwi@s..............002..0....2ccccceeee0-+--- 50G 
Guaranty Trust Co., Trustee for Geo. H. and 
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Guaranty Trust Co., Trustee for Eugene D. 
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Guaranty Trust Co., Trustee for Fanny S. 
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Guaranty Trust Co., Trustee under Will of 

Owen Jones, Weceased................2.............000c0 nde 
Guaranty Trust Co., Trustee for Amelia 
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DO, SINCCK eh Oe 380 shares 

[285] 
Joseph P. Kohls... sc 160 “ 
Edward B. Loeckey...:..ccc.00.0..-- Mia “ 
HWS a, scacho3cs Ae of 
Bessie McPhee .......2.2...ccc.--.40--c 27°C 
Minnie EF. MePhee.........-c:.<..---22--co0c-c-/--- 27 7 
het OE bis cacnescuacen acd oceeveceescct es 5 ee 
Dwight K. Redman.......... 34... 2... soo 
Hie W, Samson ce 100 =“ 
Mdear Wb. Sears... ..4204.3... 100s“ 
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Yakima Natl. Bank & V. O. Nichoson, Trus- 

PCOS). ..2csscce eee or 40 =“ 
Yakima Securities Co... 22 305 “* 

Total... 16,107 Shares 


The Chairman thereupon, in accordance with the 
provisions of the By-Laws, appointed C. H. Van 
Amburg and J. D. Keck to check the number of 
Shares represented in person and also to check the 
proxies and ascertain the number of shares repre- 
sented by proxy. 

After making such check, the Committee reported 
that there were 16,107 shares represented in person 
in accordance with the roll-call and that the fol- 
lowing stockholders were represented by proxy: 


Ida H. Arehibald........2.............. 117 shares 
J. K. or G. M. Li. Arrowsnith..... = 2 
Minnie Atkinson | ......cc.ccc2:-0ccc-0cc-000-2 se 510 lie 
Blass (Oi... eseccoeccecseoecce eee ee 666 8 <“‘ 
Ruth M. Boucher.................2 107 
Ceeil K. BOWeitt-.cccc2cttccd. 002-223 45 ‘* 


Aude W. Bowelt.c:...22:22.0...cccn ed Ge 
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31,287.8125 shares 

[287 | 

A total of all the stockholders represented either 

in person or by proxy was was 47,394.8125. The 

Chairman thereupon announced that a quorum of 

stock was represented and that the meeting should 

proceed. 

A motion was made by Mr. Slaon, seconded by 

Mr. Eberle, that the notice calling the meeting be 
made a part of the minutes. Carried. 
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The Chairman then asked the Secretary to read 
the minutes of the last annual meeting, which he 
did, and it was duly moved, seconded and carried, 
that the minutes be approved as read. 

The Chairman thereupon called upon the Secre- 
tary to read the financial statement of the Corpora- 
tion, together with the report of the Auditor and he 
submitted the following: 
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Certificate 

This is to certify that the assets and liabilities as 
reflected by the above statement have been exam- 
ined, and that the amounts reported therein agree 
with the respective amounts as shown by the books 
and records of the corporation. 

The certificates of stock representing shares 
owned, as well as evidence of other assets, as indi- 
eated by the statement are on hand. 

E. P. HOFFMAN, 
Auditor 


After reading the report, the Chairman reviewed 
conditions that had prevailed during the past year 
and commented on conditions as they appeared at 
this date, expressing the opinion that the institutions 
comprising the Holding Corporation were in good 
condition and had made good progress during the 
past vear, but that the directors of the various in- 
stitutions had considered it unwise to declare divi- 
dends, preferring to strengthen the financial posi- 
tion of the institutions against any possible further 
adverse conditions. He then invited the stockhold- 
ers present to express their views on conditions and 
to ask anv questions they saw fit regarding the 
Holding Corporation or its member institutions 
and in accordance with this invitation the following 
stockholders participated in the general discussion: 
Mr. Van Ambureg, W. A. Bell, E. E. Samson and 
Geo. H. Bradshaw, with some of the other stock- 
holders asking questions regarding particular mat- 
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ters. It was then moved by Mr. Bell seconded by 
Walter Tuesley that the financial statement and the 
auditor’s report be accepted and approved and be 
incorporated in the minutes of this meeting. 

Mr. Hardy then stated that the next order of 
business was the election of a board of directors for 
the ensuing year and took the opportunity to point 
out that a vacancy had resulted on the board through 
the death of Mr. A. E. Larson. He expressed the 
feelings of himself and the other directors at the 
loss of Mr. Larson, who had been a very valued 
member of the board. It was then moved by Mr. 
Bell, [288] seconded by Mi. Keck that the direc- 
tors for the ensuing year consist of: A. G. Flem- 
me, J). J. Crawford, R. M. Hardy, J. P. Kohls, A. 
D. Sloan, J. L. Clift, Alex Miller, L. R. Rightmire, 
J. A. Loudon, B. A. Perham and Geo. H. Bradshaw. 
There being no other nominations the motion was 
put and unanimously carried. The Chairman there- 
upon declared the following to be the duly elected 
Directors of the Corporation, to hold office for the 
ensuing year and until their successors are elected 
and qualify: 


A. G. Mleming See ft 

J. J. Crawford Alex Miller 

R. M. Hardy L. R. Rightmire 
J. P. Kohls J. A. Loudon 

A. D. Sloan Bb. A. Perham 


Geo. H. Bradshaw 
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There being no further business, the meeting ad- 
journed. 

R. M. HARDY, 

President 
Attest: 

GEO. H. BRADSHAW 

Secretary. [289] 


A meeting of the executive committee of the Yak- 
ima Holding Corporation was held in the office of 
the Yakima First National Bank on Friday, April 
12, 1935, at 3:00 P. M. 

There present Messrs. Hardy, Bradshaw, Right- 
mire and Clift. 

Mr. Hardy stated there were several matters that 
required action by the executive committee and 
stated that the first matter was a proposal to Mr. 
Alex Miller to exchange 4000 shares of stock of 
the Yakima Holding Corporation for 5000 shares 
‘of Sunshine Mining Company stock on the basis 
of placing a value of $15.00 per share on the stock 
of the Holding Corporation and $12.00 per share 
on the stock of the Sunshine Mining Company. This 
proposal was made to Mr. Miller under date of 
December 11, 1984 and accepted by him. It was then 
moved by Mr. Clift, seconded by Mr. Rightmire, 
that we approve and ratify the proposal for the 
exchange of stock as outlined and authorize its com- 
pletion. Carried. 

The secretary then stated that at the time this 
transaction with Mr. Miller was discussed by the 
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Plaintiff’s Exhibit No. 15—(Continucd) 
officers an understanding was reached that if the 
transaction were completed that the Yakima First 
National Bank would take over from the Yakima 
Holding Corporation the 5000 shares of Sunshine 
at $15.00 per share; also the 7500 shares of Sun- 
shine stock already owned by the Yakima Holding 
Corporation at the cost price of same, all in ac- 
cordance with a letter setting out this understand- 
ing dated December 12, 1934 from the secretary to 
the bank and approved by the bank. 

It was then moved by Mr. Rightmire, seconded 
by Mr. Clift, that the arrangement between the 
Holding Corporation and the bank as outlined by 
the secretary be approved and ratified, which mo- 
tion being put was unanimously approved. 

The secretary then pointed out that it would be 
necessary to issue some new stock to Mr. Miller in 
fulfillment of the transaction and that inasmuch as 
the price fixed for the sale of capital stock had 
been previously fixed at $20.00 per share, it weuld 
be necessary to have a resolution approving the is- 
suance of any new stock at $15.00 per share. It was 
then moved by Mr. Bradshaw, seconded by Mr. 
Rightmire that in order to consummate certain 
plans of reorganization that had been under con- 
‘sideration by the officers of the company for some 
time that it was necessary that some additional stock 
of the corporation be disposed of and that in view 
of changed economic conditions it would be neees- 
sary to fix a lower price than the $20.00 per share 
provided for in previous issues of stock and that we 
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now authorize the issuance of such additional stock 
as may be necessary to complete the transaction 
with Mr. Miller at a price of $15.00 per share, and 
also authorize the disposal of such other stock as 
may be necessary to carry out the contemplated 
plans of reorganization at a price of $15.00 per 
share. This motion being put was unanimously ap- 
proved. [290] 

A discussion then ensued as to what should be 
done with the funds to be derived from the sale of 
the two lots of Sunshine Mining stock when delivery 
had been made. It was then moved by Mr. Clift, sec- 
onded by Mr. Rightmire, that inasmuch as the 
company had a liability to the First Security and 
Loan Company carried under the heading of Re- 
serve Account in the financial statement of $78,- 
000.00, that this amount be paid to the First Se- 
curity & Loan Company in satisfaction of that ob- 
ligation. This motion being put was unanimously 
approved. 

The secretary then pointed out that the First Se- 
eurity and Loan Company held a total of 1119 shares 
of the stock of the Yakima Holding Corporation 
among its assets and that in order to liquidate its 
liabilities it was necessary to dispose of this stock 
and suggested that the company should purchase 
this stock from the First Security and Loan Com- 
pany at a price of $15.00 per share, and that the 
stock so acquired be used as part of the stock to 
be transferred to Mr. Miller. It was then moved 
by Mr. Clift, seconded by Mr. Rightmire, that we 
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Plaintiff’s Exhibit No. 15—(Continued) 
authorize the purchase from the First Seeurity and 
Loan Company of 1119 shares of capital stock of 
the Yakima Holding Corporation at $15.00 per 
share for the purpose of transferring the same to 
Mr. Alex Miller as part of his purchase of capital 
stock. This motion being put was unanimously ap- 
proved. 

A discussion then ensued as to what should be 
done with the remaining funds on hand and the 
secretary suggested that it would be in keeping 
with the completion of the plans of reorganization 
that had been under consideration that the company 
purchase from the Yakima First National Bank 
some of its notes, and that he had conferred with 
the officials of the bank and had obtained a list of 
notes as follows: 

Ernest F. Berg and wife, $9,000.00, dated 
May 7, 1935 
L. A. Dash, $2,840.00, dated January 1, 1934 
Harry Coonse, $525.88, dated April 19, 1933 
Harry Coonse, $2,000.00, dated March 12, 
1935 

Dexter Cahoon and wife, $1,850.00, April J, 
1935 

Wapato Fruit & Cold Stg. Co., $10,000.00, 
dated Jan. 28, 1935 

Wapato Fruit & Cold Stg. Co., $521.47, dated 
Jan. 28, 1935 


After consideration of this matter, it was moved 
by Mr. Bradshaw, seconded by Mr. Clift that we 
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authorize the purchase from the Yakima First Na- 
tional Bank of the group of notes submitted by 
the secretary. This motion being put was unani- 
mously approved. 

There being no further business, the meeting 
adjourned. 
R. M. HARDY 
President 
Attest: 
GEKO. H. BRADSHAW 
Secretary [291] 


PLAINTIFF’S EXHIBIT No. 16 


Yakima Holding Corporation 
December 11, 1934 
Mr. Alex Miller 
-Yakima, Washington. 


Dear Sir: 

Referring to conversations which we have had 
recently regarding an exchange of some stock of 
the Yakima Holding Corporation for stock of the 
Sunshine Mining Company, I wish now to make the 
definite proposition that we will exchange four 
thousand shares of Yakima Holding Corporation 
stock for five thousand shares of Sunshine Min- 
ing Company stock. This is putting a value of $15.00 
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per share on the stock of the Holding Company 
and $12.00 per share on the stock of Sunshine. 
Yours very truly, 
GEO. H. BRADSHAW 
Secretary. 
GHB :M 
Ap. 25.35 


Delivered Sunshine Cert. for 
5000 shares to Mr. Hardy 
GHB [292] 


PLAINTIFF’S EXHIBIT No. 17 
December 11, 1934 


Mr. Geo. H. Bradshaw, Secretary, 
Yakima Holding Corporation, 
Yakima, Washington. 


Dear Sir: 

Referring to your letter of this date, in which 
you offer to exchange four thousand shares of Yak- 
ima Holding Corporation stock for five thousand of 
Sunshine Mining stock, I wish to advise you of my 
acceptance of this offer of exchange. 

Yours very truly, 
ALEX MILLER [293] 
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PLAINTIFF’S EXHIBIT No. 18 
December 11, 1934 


Guaranty Trust Company, 
Yakima, Washington. 


Gentlemen : 

I am handing you herewith a certificate for five 
thousand shares of the stock of the Sunshine Min- 
ing Company, which I authorize you to deliver to 
the Yakima Holding Corporation in exchange for 
a certificate for four thousand shares of its capital 
stock. 

I wish, however, to make it a condition that this 
exchange will not be completed unless a sum suf- 
ficient to make the total of new money to be pro- 
vided, for the Yakima Holding Corporation equals 
a sum of at least $200,000.00, and to be completed 
by March 1, 1935. 

Yours very truly, 
ALEX MILLER [294] 
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PLAINTIFF’S EXHIBIT No. 19 


Yakima Holding Corporation 
Capital Paid in $1,400,000.00 
R. M. Hardy, President 
Alex Miller, Vice Pres. 
Geo. H. Bradshaw, Secretary 
A. EH. Larson, Treasurer 
Yakima, Washington 


December 12, 1934 


Yakima First National Bank, 
Yakima, Washington. 


Gentlemen : 

In order to confirm an undertaking we have had 
with the bank regarding the purchase of 7500 shares 
of Sunshine Mining Company stock, I thought it 
advisable to write this letter. It was understood 
that this stock was to be purchased by the Yakima 
Holding Corporation and held by it for the account 
of the bank. The Yakima Holding Corporation was 
to be reimbursed for the amount actually paid for 
the stock, plus a small appreciation to be deter- 
mined at the end of the year if this should be 
deemed necessary. We, therefore, treated this stock 
as being held for the bank, and if any loss results 
it is to be the loss of the bank and, of course, if 
any profit results it will likewise acrue to the bank. 

I am taking this opportunity also of setting out 
| the understanding reached in connection with the 
| proposal submitted by us to Mr. Alexander Miller 
to exchange 4000 shares of stock of the Yakima 
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Holding Corporation for 5000 shares of stock of the 
Sunshine Mining Company. We are doing this on 
the express understanding that stock of the Sun- 
shine Mining Company will be taken over by the 
bank at the stipulated price of $12.00 per share. 
This understanding is to apply to any further sim- 
ilar transactions. 

I would ask you to signify that this is also in ac- 
cordance with your understanding of these trans- 
actions by signing the acknowledgment on the bot- 
tom of this letter. 

Yours very truly, 
GKO. H. BRADSHAW 
Secretary. 
GHB :M 


The above represents the understanding that has 
been reached between the bank and the Yakima 
Holding Corporation with respect to the matters 

set out above and the same is hereby approved. 
YAKIMA FIRST NATIONAL 

BANK 
By H. F. CRAWFORD 
Cashier [295] 
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PLAINTIFF'S EXHIBIT No. 20 
YAKIMA FIRST NATIONAL BANK 98-22-12 
Member Federal Reserve System 


Yakima, Washington Apr 30 1935 No. 59004 


Fay to the Order of Yakima Holding Corp................... $61451.50 
Yakima First cE llet prer 0) MO tS cee hence aoe coe Dollars 
Nat’!] Bank 


Cashier’s Check 
F. V. GLAETZNER 
Vice-President 
Asst. Cashier 


(Endorsements) 


Pay to the Order of Yakima First National Bank 
371 Yakima, Wash 371 
Yakima Holding Corporation 
0s P D 22 
Eaeed3o 
Cars, 
YAKIMA FIRST NATIONAL BANK 98-22-12 
Member Federal Reserve System 


Yakima, Washington Apr 30 1935 No. 59005 


Pay to the Order of Yakima Holding Corp................... $60000.00 
Yakima First POUOOO G00 Cts co. soncecosecceseeescceeensenese Dollars 
Nat’] Bank 


Cashier’s Cheek 
Fr. V. GQLAETZNER 
Vice-President 
Asst. Cashier 


(indorsements) 


Pay to the Order of Yakima First National Bank 
371 Yakima, Wash 371 
Yakima Holding Corporation 
03 Wpaize 


*5. 1.35 
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PLAINTIPIR’S EXUIBMP Newz 
YAKIMA FIRST NATIONAL BANK 98-22-12 


Member Federal Reserve System 
Yakima, Washington, May 1-1935 No. 59022 
Pay to the Order of Yakima First Nat’! Bank, 


Vooktima, Washi. ~:.-..-c.c0cecceree.0---200-ce+-0---2. rr $71137.96 
Yakima First S71137 & 96 Ct...  _ ——————— Dollars 
Nat’l Bank 


Cashier’s Check 
F. V. GLAETZNER 
Vice-President 
Asst. Cashier 


(Endorsements) 


May 2, 1935 to Undivided Profits Yakima First National 
Bank By E. P. Hoffman Asst. Vice President 
Jere Wl) 22 
te), wey) 


YAKIMA FIRST NATIONAL BANK 98-22-12 
Member Federal Reserve System 
Yakima, Washington Apr 30 1935 No 59006 


Pay to the Order of Yakima Holding Corp. ov.............. $6635.99 
Yakima First Nat Bank 

Yakima First 

Nat’l Bank $6635 & 99) Ct5S............-.:..-.... Dollars 


Cashier’s Check 
F. V. GLAETZNER 
Vice-President 
Asst. Cashier 


(Endorsements) 


May 2, 1935 to Undivided Profits Yakima First National 
Bank By E. P. Hoffman Asst. Vice President 
938 P D2 
* OM 00 
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PLAINTIFF'S EXHIBIT No. 22 


Stocks Bonds Date 4-30/35 
Securities 
A/C Sales Sunshine Mining Co. Stock 61451 50 
do 60000 ~ 
121451 50 
Credit ( First National Bank ) 
OK ( Paid Apr 30 1935 ) 
B.P.H. ( General Ledger ) 
( Yakima, Wash.) 
Original Deposit (Ix) 
Deposited Ticket 


With (B) 
Yakima First National Bank Yakima, Washington 
Yakima Holding Corp May 1 1935 


In receiving items for deposit or collection, this bank acts 
anly as depositor’s collecting agent and assumes no responsi- 
bility beyond the exercise of due care. All items are credited 
subject to final payment in cash or solvent credits. This bank 
will not be liable for default or negligence of its duly selected 
correspondents, nor for losses in transit and each ecorrespond- 
ent. so selected shall not be liable except for its own negligence. 
This bank or its correspondents may send items, directly or 
indirectly, to any bank, including the payor, and accept its 
draft or credit as conditional payment in lieu of cash; it may 
charge back any item at any time before final payment, whether 
returned or not, also any item drawn on this bank not good a‘ 
close of business on day deposited. 


Please List Each Cheek Separately 
Curreney 


Silver 
Checks 
Dollars Cents 
YEFNB 61451 50 
ye 60000. — 
J D Keck 13 20 


121464 70 
30 
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Not Negotiable—Return with book for Entry 
YAKIMA FIRST NATIONAL BANK 


ww wn ww rw ew eee ence nn nn oe wee cee en eee seeseees 


PLAINTIFF’S EXHIBIT No. 23 
UNDIVIDED PROFITS 


Date—May 2, 1935 
Credit O.K.—E.P.H. 
Cashiers check #£59006.....................0.00000 6,635.99 
Cashiers check 7£99022........... 22 71,137.96 


Yakima First National Bank Paid 77,773.95 
May-2 1935 General Ledger Yakima Wash. 


PLAINTIFE’S EXHIBIT No. 24 


Customers’ Securities Department 
The Chase National Bank of the City of New York 


Delivery Date—12/2/38 
S 66132 
Accommodation service rendered by The Chase 
National Bank of the City of New York, acting 
solely as agent for customer named hereon. 
According to your instructions of L 11/23/38 
the following securities have been sold for your 
account and risk to or through the following 
broker or dealer. Fenner and Beane. 
New York 11/28/38 
Principal 
1500 Shs. Sunshine Mining Co. Capital $10 Par-.....$15,175.00 


400 shs at 1014 
600 shs at 10144 
500 shs at 10 


United States of America 321 


PORT MUNN OMGST,  o.-c.ecccccsccccccavecccccccccacacecacecccene 0 weaueeus 


L2USS TAS? $45.44 
Samm. Waid Above Broker ...................-.. $210.00 
——_—— $14,919.56 
Chase overhead Charge for clearing 
SS CLCTUTTC' (So $1.50 
GL) AUUNCU1 dT reel ee ————$14,918.06 
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To THE NATIONAL BANK OF COMMERCE OF SEATTLE 
YAKIMA BRANCH, YAKIMA, WASHINGTON 


We shall Deliver Securities ( ) From Safekeeping (x) 
Enclosed with your letter 
Information regarding the hours between whieh the trans- 
aetion(s) listed hereon took plaee will be furnished upon writ- 
ten request. 
This Is Not an Advice of Credit 
Agt/FB 
THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 
Agent. 


C. See. 1 8. 8-36 You will be advised further when delivery 
is made and proceeds are received. 
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Key 


SPAD—Special Davice 


NS—Re-Diseount 


ttT— Return 
TR—Transfer 
DF—Draft 
ItM-— Remittance 
Ch—Collection 
DS —Diseount 


1d Balence Date 


2418.37 8 Dee 31 
Dee 3] 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dee 3] 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dee 3) 
Dee 31 
Dee 31 
Dee 3] 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dee 31 
Dec 41 
Dee 3) 
Dee 31 
Dee 3) 
Dee 91 
Doe 2) 


00.20 


tPencil notation 


LT Cash Letter 


PEARS TIPE S ESS LaN or 25 


ER—Error Corrected General Ledger 


NT—Note 

CS—Cash Yakima First National Bank 
EX—Exchange Yakima, Washington 
DbU—Due 

BD—Bonds UNDIVIDED PROFITS 
C'H}—Charge 


Ri°—Refund 
IN Interest 


Description 


Bs ue 38314 F. M. Baleom Dated Dec. 14,34 Due 
37047 FM. Baleom 9-27-34 Due 12-26-34. 
* 37698 F.M.Baleom ‘* 9 11- 5-34 GO BEAT 
Rose) as “71-56-34 ch Ea 
* B37p45 ° of say 11-16-34 sep 9-14-35 
essa lm: a Si be) be oes S| SO BEIEEOR 
POT GEIUNMECG) NNO (LCS: casacceccreeetsse-ccasexecareesaeer si 
TES? J conn ouctsc UE PBEGPET RPE BEEREEE Tact EP Genre PEE Pee eR ee 
PRIMO OT CML SISOTU SUG car acenescvoscescacecrs-seers<ce= sus scs <xseuasasavsassasasa da sanccdessunnrovictcxexsase 
Interest Paid .... .. 
CaSly Short ......ccccceeeee 
Interest & Discount 2.0... 
Service Charge on Notes. 
Cash Colleetions ......000 0. 
lL. b. & Other U.S. Bonds 
State & Municipal Bonds 


3-12-35 


pCO) MTT La OT ES SAGEM ES ONL ace fes cs aco cc occ ce cacy crest snieesbexeadusssvasazssnesdseceesoateczeosteaceecteeszetista 
County Warrants .. : sas 
Bl pseith lo ccm US OL U1 eee Sey ccs c sees eseccsscecssseastcasscseaseo cvsesesassFer ashes co -cacecvsuseecatcentectasnss 


FS eas aU Asa SUE QSe Mmmm: cA ccuss.secscassncssaeo;ctsasaccccocnccasusssasivsucusitsneaseansesenmnancwse cosine 
Federn! Iteserve Bink Dividend... 
Exehange ...-... 
Box Rent oo... MN ooo ctaade z xs vs daauscdniniieietsvianive 
Service Charges on NS. F. Ghieck: : 
PSO NAO ONAN COM. cscsesscscseccescecescocene 
WS) a 
Night Depository Rent... .... 
Rxchange on ont of town cheeks.... 
Trust Department Fees.. 


Debit 


1,192.00 
5,000.00 
3,000.00 
3,083.57 
2,500.00 
642.60 
37,447.00 
2,563.90 
oscil 
46,658.60 
AB eee! 


$15418.17 


Sheet No. 4 


Credit 


93,202.67 
145.00 
2,441.91 
24,484.60 
12,747.62 
94.29 
9,007.11 
7,252.76 
47.42 
540.00 
4,532.05 
9,858.98 
415.50 
5,885.83 
97.41 
180.00 
54.15 
5,268.75 


New Balance 


22,448.37 5S 


7,030.20 Cr 


80,612.26 Cr 
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Description 
Judgements Guaranty Trust Co. Receivors Vs Bank..........-----.---:-sc-scsecccceeceeceeneens 


U. S. Treasury Check 2 15637 Forged Endorsement.............-.cscsscccscseescceeeseees 

Reeovered Coupons 2nd UL. L Bond Cashed 7-29-33... .sssessssceseccseeeecceneenesseenses 

Repablie of Finland 51% Due 2-1-58 cailed for 2-1-35 Carried at $5,188.75 
Par 7,000.00 


io, (eond) i Sopa eee re ae ne cere a eee oe ee 
100M Par U.S. Treas 334 Carried 102M Sold 105,687.50)... Be 
100M Part’. 8. Treas 334 1941-43 Sold First Boston @ 105 teria 102M ecreics 


40M 1). S. Treas. 354, Sold 1st Boston (@ 105.50 40-43 
40M U.S. ‘* 314 1937 Sold 1st Boston (@ 105.5975 
TOMINS. ‘ 336 43-47 Sold Ist Boston (a 105.375 


femmes: “ 3364347 “ “ « 


100M US. 


165M U.S. 
100M U.S. 
40M U.S. 


40M U.S. 
70M U.S. 


33% 40-43 
334 43-47 
334 40-43 
33%, 40-43 


31,- 1937 
43-47 334 


(@ 105.375 


@ 105.50... 


Debdit 
5,191.04 


41.30 


1,811.25 
3,687.50 


1,678.14 
2,237.50 
1,750.00 
4,125.00 
3,500.00 
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Credit 


Yakima Fruit & Cold 
Storage 


9.56 
1,811.25 


3,687.50 
Carried 40,521.86 
“40,000.00 

“ 72,012.50 

© 169,743.75 
102,000.00 
4,125.00 

3,500.00 

1,678.14 


2,237.50 
1,750.00 


323 


New Balance 


75,451.22 Cr 
75,409.92 Cr 
75,419.48 Cr 
77,230.73 Cr. 
75,419.48 Cr 


75,419.48 Cr 


75,419.48 Cr 


75,419.48 Cr 
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General Ledger 


Yakima First National Bank 
Yakima, Washington 


UNDIVIDED PROFITS 


Description 
old a Rusia ce TORS 
ME SPN SO reese oeccecctcseeeascsssssatsesess mies 
os 89 B28 : 


ee *  @ 103.26732 Carried 206.750.00 
of “67, ANON 2507 Pa eee ues Ss 
Ree ep OP 6/32 .... 
es “(101.27 /32 MN ee cevotetsieses feiss 
a (101.2732 ee 101,312.50 


102.6 /32 tae ee 
eee ey 101.27 /32 eae 


hnpr. 4 1935 Matured 3-1-35 
‘nton Dre. Dist #1 Mainfenanee Warrants................. 
) 4G Weslo VRook TODS Ti......0......ccccccccccccsee 
I. AV % 1947 Sold 1613125 Book 102.90625 
st La. 1. 41, 1947 Sold 1008, Book 102.90625 
on note of S.J. Narboe £27070 Due 2-18-33 
's Cheeks 2259006 & 59022 tee 
rity & Loan Corp Bonds tin of: 
>of Bond #23 218.08 
full bonds 24-33 ine. 50,000.00 

ou band 33-1 BIR eee oa eec acs acscaceacoavaonescacsceasseasessaeasi 


p not falan for 1983 on Purn & Fis.. , 
esleshans Corp 5's 1944 ce 70.05 Carried $6, 043. os SO] oe eens 
Weehany Corp os 1944 ( 1000 Carried $6,943.75... 
Tel. Utilities 51. 1944 «7 16.96 Carried $1,300.00. 
; Coonse Note 2240509 Dated Apr 19. 35 Due 7-18-35... 
Vak Water Bos. 4's 194819 Carried 99 Sold 109.50... 00... 


ci) Gorcgh URsho, Tike S "S585 1005 Rl C8 i Sn 
elmetetities sly TES Cr 16.0 $1800.00. cesses sseeceesesssessees 
ht, Loan S195 11-—$4,501.55 Dne May 29. 85. oc 

Yak Water Bs, 4°s 1948-49 Cari’ d 99 Sold 109.50... 


Debit 


PLS 
875.00 


531.25 
875.00 
2,175.63 


891.70 
63.16 
15.10 
43.03 

7.64 


55,215.00 


18,897.20 
1,462.24 
59.60 
396.00 


2,000.00 
200.00 
1,575.00 


Sheet No. 5 


Credit 


Carried Par 

206,750.00 
1,181.25 
875,00 
Carried 101,312.50 

“ Par 

a Par 
531.25 
875.00 
2,175.63 
851.70 

60¢ on Dotlar 


250,00 
77,773.95 


Carvied 
59.60 
396.00 
Comptrotlers Letter 


vet 


New Balance 


75,419.48 Cr 


75,419.48 Cr 


75,419.48 Cr 
75,419.48 Cr 
75,356.32 Cr 


98,099.50 Cr 


77,740.06 Cr 


77,740.06 Cr 
75,740.06 Cr 
75,540.06 Cr 


75,540.06 Cr 


[201] 
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Description Debit Credit New Balance 
Sold Yak Water Bds. 5's 1949-50 Sold (@ 109.50 Carried @ 99 Profit............ 1,890.00 
Sold Yak Water Bds. 5's 1949-50 Sold (a 109.50 Carried @ 99 Profit............ 1,890.00 75,540.06 Cr 
Sold 10M Richfield Oil Co 6's 1944 (a 3214 Jess cost 3195.20. eee : 195.20 Carried 3,000.00 
Sold 10M Richfield Oil Co 6's 1944 (@ 3214 less cost Profit 2... eee 195.20 75,540.06 Cr 
Sold 12M Par Yak. Water Revenue 5's 1950-51 @ 109.50 Carried @ 99........ 
Sold 12M Par Yak. Water Revenue 5‘s 1950-51 @ 109.50 Carried @ 99........ 1,260.00 75,540.06 Cr 
Sold 10M Canadian Nat'l Ry. 59% 1969 Carricd (@ $10,425. net $11,450........... 1,025.00 
Sold 10M Chesapeake Corp. 5% 1947 Carried (a $9,887.50 Net $10,371.00...... 483.50 
Sold 5M Pacifie Gas & Elee, 44. 1960 Carricd (@ $4,856.25 Net $5,298.00........ 441.75 
Sold 10M Remington Rand, Ine. 514 1917 Carried @ $9,200.00 Net $10,286.50. 1,083.50 
10M Canadian Nat'l Ry. 59 1969 Carried at $10,425. Profit... 1,025.00 
10M Chesapeake Corp. 5% 1947 Carried at $ 9,887.50 Profit. 483.50 
5M Paeifie Gas & Elee. 4¥% 1960 Carried (a $ 4,856.25 Profit. 441.75 


10M Remington Rand Ine. 5, 1947 Carried @ $ 9,200.00 Pio ithscsceatntcenes 1,083.50 75,540,06 Cr 
[802] 


Umted States of America 327 


PLAINTIFE’S EXHIBIT No. 26 
United States of America 
Treasury Department 
Washington 


August 2, 1941 

Pursuant to the provisions of Section 661, Chap- 
ter 17, Title 28 of the United States Code (Section 
882 of the Revised Statutes of the United States), 
I hereby certify that the annexed is a true copy of 
Corporation Income and Excess-Profits Tax Return 
for 1935, (with schedules, statement, and balance 
sheets attached), filed by Joe L. Chit, Liquidating 
Agent for Yakima First National Bank, Yakima, 
Washington, on filed in this Department. 


In Witness Whereof, I have hereunto set my hand, 
and caused the seal of the Treasury Department to 
be affixed, on the day and year first above written. 

By direction of the Secretary of the Treasury: 

. [Seal] FF. A. BIRGFELD 
Chief Clerk, | 
Treasury Department. [303] 
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Page 3 of Return 

SCHEDULE L—RECONCILIATION OF NET INCOME 
AND ANALYSIS OF CHANGES IN SURPLUS 


1. Net income subject to taxation (Item 30, page 
1 of return)... no eee $102,285.88 

2. Nontaxable income: 
(a) Interest on: 


(b) 


(c) 
(d) 


(1) Obligation of a State, Territory, or 
political subdivision thereof, or the 
District of Columbia, or United States 
POSSESSION  <c.cccccccecccss-ecceenesessseee 

(2) Obligations issued under Federal Farm 
Loan Act, or under such Act as amend- 
C0 woceetssscasdeeeeatieries ce 

(3) Liberty 314% Bonds and other obli- 
gations of United States issued on or 
before September 1, 1917__.. == 

(4) Treasury Notes, Treasury Bills, and 
Treasury Certificates of Indebtedness 

(5) Liberty 4% and 414% Bonds, United 

States Savings Bonds, and Treasury 

Bonds owned in the principal amount 

of $5,000 and undev..............2eeee 

Liberty 4% and 414% Bonds, United 

States Savings Bonds, and Treasury 

Bonds owned in the principal amount 

of over $5,000...........-......c22:: == 

(7) Obligations of instrumentalities of the 
United States (other than those to be 
reported in Line 2 (a) (2) above)...... 

Dividends deductible under Section 23 (p) 

of the Revenue Act of 1934 Fed. Res. 


(6 


— 


Bank Dividend .22..8.-........122 ee 


Proceeds of life insurance policies paid 

upon the death of the insured Warrants 

Other items of nontaxable income (to be 

detailed) : 

(1) Depreciation Furniture and Fixtures 
Bank Bulding =e 

(2) Sunshine Mining Co. Dividend........-... 


22,450.20 


728.51 


None 


13,998.05 


212.50 


406.41 


849.00 


1,021.94 
2,567.23 
796.87 


6,693.73 
1,050.00 


13. 
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Charges against reserve for bad debts, if Item 

21, page 1 of return, is not an addition to a re- 

EIEN oe Ge ie 2 
Charges against reserves for contingencies, ete. 

(to be detailed): 


CAL) CSG ASLoL Tet it coe Sa 111,410.56 
(WD) SS CCST eT 6 hI" ee ee 31,339.88 
Moral of Wines 1 to 4, inclusive:........--.............. $ 91,238.00 
"| O0G)]/ 2 16 60) UML B30 01s) 2] C5 einen 31,842.83 


. Net profit or loss for year, as shown by books, 


before any adjustments are made therein (Line 

oominus Line 6) (Gt less, indicate)....................-.. $ 59,395.17 
Surplus and undivided profits as shown by bal- 

ance sheet at close of preeeeding taxable year 180,642.26 
Other eredits to surplus (to be detailed) : 


lu) coc A on cccoc 
CUD) cocksc RR conan cect 
Miotale ot Moines’ 7 tem oeMGlUsiv:.......22..-.c.c<----ccee02 $240,037.43 
‘WNous, Aneto Nae yy. 17 oc ee Cen 19,262.65 


Surplus and undivided profits as shown by bal- 
anee sheet at close of taxable year (luine 10 
Pepsin Ll) eeewemeet ee oes fe ens cccvecvaceasidecessasderatect« $220,774.78 
[311] 
Unallowable deductions: 
(a) Donations, gratuties, and econtributions.....$ 437.50 
(b) Income and profits taxes paid to the United 
States, and such taxes paid to its posses- 
sions or foreign countries if elaimed as a 
eredit in whole or in part in Item 33, page 
TL OTF AEE oS eer 
(c) Federal taxes paid on tax-free covenant 
TDQTCIS eR eceec ccc cacoses ee eee cr 
(b) Special improvement taxes tending to in- 
crease the value of the property assessed... -.........22+- 
(e) Furniture and fixtures, additions, or better- 
ments treated as expenses on the books......... 0 -....-..------- 
fel meveoleiCCIWeN 1s Smee Me Wals..._...............-e ne naseecceeeseeees 
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(g) Insurance premiums paid on the life of 
any officer or employee where the cor- 
poration is directly or indirectly a ben- 
CMCiaLry scccukecakne eee [ce ee 
(h) Interest on indebtedness incurred or con- 
tinued to purchase or carry obligations 
(other than obligations of the United States 
issued after September 24, 1917, and orig- 
inally subseribed for by the taxpayer) the 
interest upon which is wholly exempt from 
12: D.<: 1400) | eee EEN Gyeeeenee 
(i) Additions to reserve for bad debts which 
are not included in Item 21, page 1 of 
POCUEN onc seccc-cscksseeacenecteuben ccsncecnosoce snes see ern 
(j) Additions to reserves for contingencies, 
ete. (to be detailed) : 
(1) Depreciation Bldg. Furniture and fix- 
tures taken previous years..................--- 31,405.33 


(3) cescosadsezseciseccis acceaetdeeeeesccsas..00:00 nn 
(k) Other unallowable deductions (to be de- 
tailed): 


Total of Line: VSicc220.2: eect $ 31,842.83 


Dividends paid during the taxable year (state 
whether paid in cash, stock of the corporation 
or other property) : 


(a) Date paid 9-17-35 Character Cash.............. $ 19,262.65 
(pb) "Date paid Charactet....c... 2... eee ee 
(c) Dates paid 22. Character....... ne 
(die Datempaid 2 Character... ee 
Other debits to surplus (to be detailed) : 

(8) cencccerenscneccenecssoessecesseecevees quphees ete 
CD) aerate eee neers ee 
(G)  ceesccecesseceeeccesslgcceasese-sdecsetseneeseeseeeeemseen 
Total of Lines 15 and 16.2................... $ 19,262.65 


[312] 
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NATURE OF BUSINESS 


1. Cheek the block to indicate the industrial division in 
which the corporation’s main inecome-producing business 
falls: 

Manufacturing 
Food and kindred produets: 
( ) Bakery and confectionery products. 
( ) Canned products—fish, fruit, vegetables, ete. 
( ) Mill products—bran, flour, feed. 
( ) Paeking-house produets—meats, lard; slaughtering. 
( ) Sugar-beet, cane, maple; molasses, cte. 
( ) Other food produets—butter substitutes, cereals, 
coffee, spices, dairy products; ice, ete. 

) Beverages, soft drinks, mineral water. 

) Brewing and distilling—aleohol, liquors, beer, malt 

extract, wines. 

( ) Tobacco produets. 

Textiles: 

( ) Cotton goods—dress goods, ete.; napping, dyeing. 

( ) Woolen and worsted goods—dress goods, ete.; wool 

pulling, scouring. 

( ) Silk and rayon goods—dress goods, thrown silk, ete. ; 

spinning, warping. 

( ) Carpets, floor coverings, tapestries, linoleum. 

( ) Other textiles—cord, felt, fur, linen, artificial leather. 

surgical textiles, ete. 

( ) Clothing—custom-made, factory-made, underwear, 

millinery, ete. 

( ) Knit goods—sweaters, hosiery, ete. 

( ) Leather boots, shoes, slippers, ete. 

Other leather produets—saddlery, harness, trunks ; 

finishing, tanning. 

Rubber tires and tubes. 

Other rubber goods—hoots, shoes, hose, artificial rubber. 

Bone, celluloid and ivory products. 

Sawmill and planing mill products. 

Furniture (not metal). 

Other wood produets—earriages, wagons, baskets, ete. 

Paper, pulp and products. 

Printing, publishing, and allied industries. 


_~ 
~~ 


ON ON NNN NN 
ess as es tas ae Oe 
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Manufacturing— (Continued) 
( ) Petroleum and other mineral oil refining and products. 
( ) Chemicals proper, acids, compounds, coal tar prod- 
ucts, ete. 
( ) Allied chemical substances, drugs, oils, soaps, ete. 
( ) Paints, pigments, varnishes, ete. 
( ) Fertilizers. 
( ) Stone, clay, glass, and related products. 
Metal products and processes: 
( ) Iron and steel—products of blast furnaces, rolling 
mills, foundries. 
( ) Locomotives and railroad equipment. 
( ) Motor vehicles, complete or parts. 
( ) Machinery—factory, used in producing food, leather, 
metal, paper, printing, rubber, stone, clay, glass, tex- 
tile and wood products. 
Machinery—agricultural and equipment. 
Machinery—electrical and equipment. 
[313] 
( ) Machinery—other, building, construction, gas and 
mining machinery and equipment. 
( ) Household equipment—metal furniture, refrigerators, 
sewing machines, ete. 
) Office equipment. 
) Metal building material and equipment. 
) Hardware, tools, ete. 
) Precious metal, products and processes. 
) Other metals, products and processes. 
iscellaneous manufacturing : 
( } Radios, complete or parts. 
(_) Musical, professional, and scientific instruments ; opti- 
eal goods, small boats. 
( ) Airplanes, airships, seaplanes; parts. 


( 
( 
( 
( 
( 
M 


Nonmanufacturing 
Trade: 
( ) Wholesale. 
( ) Retail. 
( ) Wholesale and retail. 
( ) Commission. 
( ) Other trade—repair service, garages, etc. 


2. 


3. 
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Nonmanufacturing— (Continued) 


Finance: 

( ) Banks—national, State, private, savings; jointstoek 
land banks. 

( ) Stock and bond brokers, investment bankers or brokers. 

( ) Real estate, realty holding, real estate agents. 

( ) Insurance companies (not agents). 

( ) Investment trusts, stock syndicates, stock holding com- 
panies. 

( ) Other finanee-loan companies, building and loan asso- 
ciations; note, mortgage or pawn brokers; insurance 
agents. 

( ) Agriculture and related industries, including fishing, 
forestry, ice-harvesting; leasing such properties. 

(_) Mining and quarrying, including gas and oil wells; 
leasing such properties. 

( ) Construction—excavations, bridges, buildings railroads, 
ships; equipping and installing systems. 

( ) Transportation—rail, water, serial, motor, etc.; leas- 
ing sueh facilities. 

( ) Storage — cold storage, grain elevators, warehouses, 
safe-deposit vaults, ete. 

( ) Public utilities—electric light or power, gas (arti- 
ficial or natural) pipe lines, telegraph, telephone, ra- 
dio, water-works, heat supply, toll bridges, ete.; leas- 
ing such utilities. 

( ) Service—professional, business, amusement, domestic, 


and all other. 


314] 


AFFILIATIONS WITH OTHER CORPORATIONS 


(See Instruction 38) 


Is this a consolidated return?—No. If so, procure from 
the collector of internal revenue for your district Form 851, 
Affiliations Schedule, which shall be filled in, sworn to, and 
filed as a part of this return. 

: Was the income of this corporation included in a con- 
 solidated return for the prior year?........ If so, give name of 
: eoporation which filed the consolidated returmn..........-.....-:---- 


Predecessor Business 


4. Did the corporation file a return under the same name 
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for the preceding taxable year?—Yes. Was the corporation 
in any way an outgrowth, result, continuation, or reorganiza- 
tion of a business or businesses in existence during this or any 
prior year since December 31, 1917?—Yes. If answer is ‘‘yes’’, 
give name and address of each predecessor business, and the 
date of the change in entity—Consolidation of First National 
Bank and Yakima National Bank, Yakima, Washington. Upon 


If the answer is ‘‘yes’’, closing balance sheets of old business 
and opening balance sheets of new business must be furnished. 


Basis of Return 
5. Is this return made on the basis of cash receipts and 
disbursements?—Yes. If not, describe fully what other basis 
or method was used in computing net income................ 


Valuation of Inventories 
6. State whether the inventories at the beginning and end 
of the taxable year were valued at cost, or cost or market, 
whichever is lower. If other basis was used, describe fully, 
state why used and the date inventory was last reconciled with 


PREPARATION OF RETURN (See Instruction 47) 


7. Did any person or persons advise the corporation in re- 
spect of any question or matter affecting any item or schedule 
of this return, or assist or advise the corporation in the prep- 
aration of this return, or aetually prepare this return for the 
corporation? (Answer ‘‘yes’’ or ‘‘no’’)—No. If so, give the 
name and address of such person or persons and state the na- 
ture and extent of the assistance or [315] advice received and 
the items and schedules in respect of which the assistance or 
advice was received; if this return was actually prepared by 
any person or persons other than the corporation, state the 
source of the information reported in this return and the 
manner in which it was furnished to or obtained by such 
person or persons...........-------+ 


Information Return 
8. Did the corporation make a return of information on 
Forms 1096 and 1099 (see Instruction 53) for the calendar 
year 1935? (Answer ‘‘yes’’ or ‘‘no’’)—Yes. 
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List of Attached Schedules 
9. Enter below a list of all schedules accompanying this 
return, giving for each a brief title and the schedule number. 
The name and address of the eorporation should be placed on 
each separate schedule accompanying the return.....................-... 


SCHEDULE A (See Instructions 2 and 5) 


1. Cost of Sales (Where Inventories Are an Income-Deter- 
mining Factor) 
Items Amount 
(Enter as Item 2(c)) 


PSalaICS ANd WASES: --...........scceccseccrscees ieee 

C GIOVGTE CLOT OSE cs 2 

Items Amount 
(Enter as Item 5) 

Salanies and wages) <.....................-.--.-. Seer ee 

CUNO? COSI. a i 


SCHEDULE B—CAPITAL GAINS AND LOSSES 


(From Sales or Exchanges Onlv) (Sce Instruction 10) 


1. Description of 2. Date Acquired 3. Date Sold 
Property 
Mo. Day Year Mo. Day Year 
4. Gross Sales Price 5. Cost 6. March 1, 1913, 
(Contraet price) Value if Acquired 
Before That Date 
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7. Cost of Improve- 8. Depreciation Al- 9. Gain or Loss 
ments After Acqui- lowed (or Allowable) 


sition or March 1, Since Acquisition or 
1913 March 1, 1913 
(Furnish details) 
ee eee bee eee eee Vee eee 


Gain or Loss (enter net amount as Item 10) (capital 
losses are allowable only to the extent of $2,000 
plus capital gains)........<2..----2--s..:2,2- eC ae 

State (1) how property was acquired.................. ; (2) whether 
at time of sale or exchange a purchaser owned more than 50% 
in value of your outstanding stock................... 

Every sale or exchange of stock should be reported in detail, 
including name and address of corporation, class of stock, num- 
ber of shares, capital changes affecting basis (stock dividends, 
other nontaxable dividends, stock rights, ete.). 

Cost of property must be entered in column 5 if a loss is 
claimed in column 9. 


[317] 
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SCHEDULE D—COST OF REPAIRS 
(See Instruction 17) 


1. Items 2. Amount 
(Enter as Item 17) 
Salaries and wages.................--- ete 
Other COSTS” 2. c.c- cece ee 


SCHEDULE E—TAXES PAID 
(See Instruction 19) 


1. Items 2. Amount 
(Enter as Item 19) 


SCHEDULE F—EXPLANATION OF DEDUCTION FOR 


LOSSES BY FIRE, STORM, ETC. 
(See Instruction 20) 


1. Kind of Property 2. Date 3. Cost 4. Subsequent 


Acquired. Improvements 
eas Sn $e Seeded 
5. Depreciation 6. Insurance and 7. Deductible Loss 
Allowable Since Salvage Value (Enter as Item 20) 
Aequisition 
Pistia eae ae ‘ee eecemeeeeeee 
State how property was acquired. = ========sennceeees 
[318] 


SCHEDULE G—BAD DEBTS 
(See Instruction 21) 


1. Year 2. Net Income 3. sales on 4. Bad Debts 


Account 


United States of America 349 


Plaintiff’s Exhibit No. 26—(Continued) 
wate ants 
Cos, I ec cee 
Le AMIRI 


SCHEDULE H—INCOME FROM DIVIDENDS 
(See Instruetion 12) 


Itemize below all dividends reecived during the year, stating 
the amount and the name and address of the corporation which 
declared the dividends. 


Peete eee eee eee 
te ee a nn cn wn een ee ee nnn an a8 nn an een en ne ee ee nee see ccasboce 
we ew ae wee eee een cece nae wwe w ee eeas cee e ee seerenenecenesecesceseeesese ces enna 
See eee eee eee ee ee ee ee ee 
we wa re ee ee ere ene e erento ere n eee ee ee eee eee ee eee tesesseenacaseeeenbene 


SCHEDULE I—EXPLANATION OF DEDUCTION 
FOR DEPRECIATION 
(See Instruction 23) 


1. Kind of Property 2. Date 3. Cost or March 1, 


(If buildings, state Acquired 1913 Value if Acquired 
material of which Prior to That Date 
eonstrueted) (Indicate basis) 
cece, | rarer SS aan 


4. Assets Fully 5. Depreciation Al- 6. Remaining Cost 
Depreciated in lowed (or Allowable) — or Other Basis to 
Use at End of Year in Prior Years Be Recovered 
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7. Life Used in 8. Estimated Re- 9. Depreciation 
Accumulating maining Life From Allowable 
Depreciation Beginning of Year This Year 
meee =|” CN eee atte 

[319] 


AFFIDAVIT (Sce Instruction 46) 


We, the undersigned, president (or vice president, or other 
principal officer) and treasurer (or assistant treasurer, or chief 
accounting officer) of the corporation for which this return is 
made, being severally duly sworn, each for himself deposes and 
says that this return (including its accompanying schedules 
and statements, if any) has been examined by him and is, to 
the best of his knowledge and belief, a true, correct, and com- 
plete return, made in good faith, for the taxable year stated, 
pursuant to the Revenue Act of 1934 and the Regulations issued 
thereunder. 

{ Corporate Seal] JOE E. CLIFT 
Liquidating Agent 

Sworn to and subscribed before me this 138th day of March, 
1936. 

’ [Notarial Seal] E. J. LEMKE 
Notary Public 


AFFIDAVIT (See Instruction 47) 

I/we swear (or affirm) that I/we perpared this return for 
the person named herein and that the return (including its 
accompanying schedules and statements, if any) is a true, cor- 
rect, and complete statement of all the information respecting 
the income tax and/or excess-profits tax liability of the person 
for whom this return has been prepared of which I/we have any 
knowledge. 


(Name of firm or employer, if any) 
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Sworn to and subscribed before me this ..................... day of 
eo cican ns. Se 
P| erence caccecnacerecacenccndsaceceuccedscncasccsaceectsneeenecs 
(Signature of officer administering oath) 
(Title) 
A-4 
[320] 
YAKIMA FIRST NATIONAL BANK 
Yakima, Washington 
TAX RETURN 
1:93 6 
A-5 
[321] 
YAKIMA FIRST NATIONAL BANK 
Yakima, Washington 
Year ending December 31st, 1935 
RECEIPTS 
Interest 
Weisman! VISCO es <....o..ccscc-cecctecsseccosceeneeccesese $114,575.31 
Ul, Se GEORGE 16,194.47 
MS @INCS— NO -La ae oc. cccnccsecnecseneecacosseoccceeccceeescess 22,450.20 
|S CTCISSM Ube 0) CS) 9,163.57 
eae Sy oc cnccu csc een eas oes senncceccacecasccvecseaucscnecscsecoss 2,067.23 
OWI IOIS SOM gcse 2 3,470.21 
Other Sources 
Federal Reserve Bank Dividend............................ 1,021.94 
Exchange—Out of town checks... eee 79.88 
Exchange—Collection Department .................-..---. 5,962.42 
Heent—Nitht Depositary ...............-.c-sscseeeecesceeenon 113.25 
SV OUINE RCS I 168.75 
peevice CHArecs (Neon 1.) ccccsccececcceacecceseetecnecosen 620.50 
Service Charges (Commercial Aeccts.).............-:02+-- 7,686.30 
Bervice Chapecs (NOs) ..........2:...cc.ccccccsccsccseeeeesees. 159.50 
Mrnst: Department Pegs. .............2c-sn0cccenseereenssees 10,488.75 
Profit—Sale of Sunshine Mining Co. Stoek.......... T1113 55 
Itherest Bank balancer... cccecsec-enenee eee 16.64 
Meni—oate Deposit BGxes............-.....---..------------ 2,049.50 


Dividend—1500 shares Sunshine Mining Co......... 1,050.00 
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Marine Bancorporation—Purchase of Deposits 


ed) 


Yakima First National Bank, Yakima, Wn..... 200,000.00 
Profit on Bonds sold—Schedule follows............-..- 69,778.44 
Recoveries—Schedule follows -............--..--sessee---- 530.24 
Old Drafts and Cashier’s Checks Outstanding.... 211.52 
Over and Short Account.................... 202.59 
$546,335.16 

A-6 
[322] 

FROM RECEIPTS 

Interest, Loans and Discounts......................:0--c0secee-e=- $114,575.31 
Bank Balances) ..............--c.-csecc2ecesecveecs- sen 16.64 
Other Securities ........0022.00.. 3,470.21 
Bonds—Taxable -.22.22-.--2cc2cc22..22ceccceces-csee ee 9,163.57 
Entered Line 7 $127,225.73 
Exchange—Out of town checks.............-2--.-------:ee-0--0+ 79.88 
Exchange—Collection Department. -................-:.--:.---0- 5,962.42 
Notary Hees. --.....---2.c--cesece-cesceecsieceete+se-aces7cs1 168.75 
Service Charges (N. 8. F.)............. 620.50 
Service Charges (Commercial Accts. )..............-:c:00---00- 7,686.30 
Service Charges (Notes) ...22....::.s:.:<:..00.- 159.50 


Recoveries 
Drafts and Cashier’s Checks outstanding...............-..- 
Over and Short Account 
Trust Fees 


a on nn aw ce ee ee cw cw ne ne een ewe eee e cence ce ce cece ance een n cen sconane 


Rents: 
Safe Deposit Boxes 
Nigh Depository 


Entered Line 8 


$ 14,677.35 
530.24 
911.52 
902.59 

10,488.75 


$ 11,433.10 


2,049.50 
113.25 


$ 2,162.75 
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Miscellaneous: 
Marine Baneorporation (National Bank of Com- 
meree for deposit Yakima First National 


Tesi eos NA ee 200,000.00 
Profit on Sunshine Mining Co. Stock Sold.......... 77,773.95 
CO (1.00 

A-T 
foal 


SCHEDULE OF PROFIT ON BONDS SOLD 


$ 5,000 Interborough Rapid Transit, 5%, 1966..$ 1,123.00 
49,000 Yakima Special Water, 5%, 1946-47-51.. 4,410.00 


mOOOO Bie 7 Warehonses, 7%...-.--2-<-------0------- 4,890.54 
35,000 Yakima Special Water, 5%, 1944-45_..... 3,150.00 
18,000 City of Yakima Walnut Street Crossing 
BAGG G5 nh) Meee aan 900.00 
500 Fed. Farm Mtge. Corp. 3%, 1944-49...... 11.55 
2,000 Yakima Fruit & Cold Stge. 6%, 1936...... 75.00 
evel OTs, Corp 1902. co.cc. coe. 2p cctececotsics 3.05 
9,000 Naches-Selah Irrig. Dist. 6%, 1988.......... 1,350.00 
10,000 City of Seattle Water, 414%, 1939.......... 150.00 
5,000 Everett General Water, 5%, 1936............ 50.00 
7,000 Republie of Fimland, 514%, 1958.......... 1 Si25 
100,000 U.S. Treas. 334%, 1941-43 ow .. 3,687.50 
40,000 U.S. Treas. 389%, 1940-43 — 1,678.14 
EOOOT U.S. Treas, 31%, L987 .....c-ccceneccecccessecees 2,237.00 
70,000 U.S. Treas. 336%, 1943-47 _...0 1,750.00 
165.000 U.S. Treas. 836%, 1943-47... 4,125.00 
100,000 U.S. Treas. 38¢%, 1940-43... 3,500.00 
30,000 U.S. Treas. 319%, 1946-49... ls ieZo 
vO,000 U.S. Treas. 314%, 1983-45... 875.00 
mO00 U.S. Treas, 216%, 1989...............cccccccoes 531.25 
40,000 U.S. Treas. 3%, 1946-48 200. 875.00 
me OOO U.S. Treas. 212%, 1939.............00----- 2,175.68 
29,000 Philippine Pub. Impr 4%, 1935............ 851.70 
pvO000 U.S. Consols, 2%, 1930_...............-..0.--0--- 1,894.67 
10,000 Alleghany Corp. 5%, 1944.00.00. 59.60 
10,000 Associated Telephone Utilities, 514% ’44 396.00 
15,000 Yakima Speeial Water, 5%, 1948-49...... 1,575.00 


18,000 Yakima Special Water, 5%, 1949-50... 1,890.00 
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Schedule of Profit on Bonds Sold—(Continued) 
Richfield Oil Co. 6%, 1944... 
Yakima Special Water, 5%, 1950-51 ...... 
Canadian National Ry. 5%, 1969............ 
Chesapeake Corp. 5%, 1947...............-. 
Pacific Gas & Electrie 414%, 1960.......... 
Remington-Rand, Ine. 514%, 1947.......... 
Yakima Special Water, 5%, 1946............ 
City of Helsingfors, Finland, 614%, 1960 
Philippine Pub. Impr. 4%, 1986............ 
Federal Land Bank, 414%, 1987-57.._..... 
Texas Corporation, 5%, 1944.__............ 


10,000 
12,000 
10,000 
10,000 

5,000 
10,000 
2,000 
10,000 
30,000 
16,000 
10,000 
22.600 
2,700 
6,400 
10,000 
4,450 
1,000 
5,700 
100,000 
200,000 
4,450 
100,000 
100,000 


118,000 
80,000 
6,100 
7,300 
10,600 
775 
3,000 
78,000 
10,000 
11,000 
12,000 
84,000 
10,000 
11,500 


ie 


| leterepa ec clemene 


ce 


S 


S 
S 
S 
S 
S. 
S 
S 
S 
S 


.S. Fourth L. L. 444%, 1933-38_._...... 


Treas. 33%, 1940-43.__...W.-.-------- 
S. Treas. 314%, 1943-45........---.---. ee 


. Treas. 
Treas. 


. Treas. 


. Treas. 


. Treas. 


. Treas. 


. Treas. 


. Treas. 
. Treas. 
. Treas. 


3%, 1946-4 


oR 


274%, 1955-60 -a-.eccccconeeeeeeeee 
27,0, 1955-60. 


23/,%, 1936 


91,0, 1939........ 


214%, 1939 
21/,%, 1938 
21%, 1938 
215%, 1938 


114%, 1936 


U.S. Treas. 134%, 1939... 
Federal Farm Mtge. Corp. 3%, 1944-49. 
Federal Farm Mtge. Corp. 3%, 1944-49.. 
Federal Farm Mtge. Corp. 3%, 1942-47. 
H. 0. Loan Corp. 224%, 1948 2a 
Sunnyside G. O. Sewer, 514%, 36-38...... 
Yakima Co. Roads of 1925-1926, 414%... 
Yaikma Genl. Water, 414%, 1942............ 
Yakima Genl. Water, 444%, 1944........... 
Yakima Special Water, 5%, 1936-40...... 
Yakima Sewer, 514%, 1939................ 
City of Sedro Woolley, 5%, 1936............ 
Yakima School Dist. 426, 414%, 1947.... 


195.20 
1,260.00 
1,025.00 

483.50 

441.75 
1,083.50 

205.00 
2,028.12 
1,054.55 
1,760.00 

237.50 

733.90 

116.44 

40.00 
184.38 
182.67 

Bone 

178.13 

843.75 
2,187.50 

11.02 

906.25 

875.00 

A-8 

[324] 

885.00 

200.00 — 

163.94 

13.69 

39.75 

720 
90.50 
3,231.00 

817.00 

982.80 

741.00 
4,342.80 

179.00 

115.00 
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Schedule of Profit on Bonds Sold—(Continued) 
7,000 Yakima Genl. Coupon Water, 414%, 
HE) sO eee ee a ects deed eSaves nn 182.90 
22.000 Port of Grays Harbor, 6%, 1941............ 167.50 
19,000 City of Spokane Genls, 4%, 1947............ 698.44 
5,000 Aberdeen Sehool Dist. 465, 414%, 1937.. 50.00 
10,000 City of Salem, Ore. 314%, 1940-41.......... 52.50 ~ 
12,000 State of Washington, Capitol Bldg. 
BO, OM IMME Soa oo oat evacvecscoctelsssivn 390.00 — 
10,000 Tacoma Lt. & Pwr. 424% 1942... 59.45 
1,000 Aberdeen School Dist. +¢5, 434%, 1940 2.70 — 
1,000 Aberdeen School Dist. #5, 434%, 1941 2.30 — 
4,000 Aberdeen School Dist. #5, 414%, 1936.. 19.69 — 
$69,778.44 
Schedule of Reeoveries 
Oregon Packing Company Cheek...............0000.0...-.- $ 5.00 
Becomalaperty Loan COUPON..............0:c0cccccsese a. 9.56 
Beem echo NOtG. eee ce. .n on -.sccccceccescenccecceecesseesees 250.00 
eee Gimore Note eon... eccccceccccecsceees cee cee ens 50.00 
3 1D INGOs OE RI Yn] ca, sn 42.60 
Furnace sold American Legion, Ellensburg............ 100.60 
Mes PAGING CO, WO UC eee. naeceevevccececeseccesessncneecsenece 24.48 
Meemcaine Machine SOM. ..........-.-cc.ccscccsasceeccessneseees 10.00 
Correction—Loans & Discounts........2....ceee cee 1.00 
Oregon Packing Company cheek................:ccss000--- 4.00 
MOC VCHANC NOTC.. ee 2...--cs-ccosecceaceenececneccseoceencese 14.60 
Mmmm Ol) T1OUG. - 2.2. .< oes cscs co cetntelacecdeccccvebiivaguaaeens 19.00 
$ 530.24 
A-9 
[325] 
Yakima First National Bank 
Yakima, Washington 
DISBURSEMENTS 
NU ace ccc tc acne esce lag en ncececneenene $ 407.02 
Bond Premium (Employees Blanket Bond)............ 174.39 
TTT 100 I O59) cts cr ene 
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Insurance (Burglary) ..2..-..02...... 2 1,347.11 
Attorneys Weee 22. eee 1,463.84 
Postage: ..c.2 et ee et 1,775.23 
stationery and Printing)... 4,340.84 
Subseriptions and Dues... 1,245.81 
Directors’ Fees and Examinations......................---.-- 1,366.72 
Telephone and Telegraph ......................... 860.85 
Repairs & Upkeep (Typewriters & Adding Ma- 

CHINGS)) ccc.dscd ee ee ee 11200 
Repairs & Upkeep (Maintenance—Banking House) 357.13 
Fire Insurance: 2.26. ccseccccscciceeccctenecc 271.82 
Heat, Light and Water....0.....0.......400) 621.69 
Janitor’s Salary ...2....22222. 887.50 
Janitor’s Supplies: ........24- 25.5 osc 248.74 
Travelin@ EXpenses .....2.-.02c5.2222es 267.21 
Luanehes: 22s ee 81.62 

$16,956.29 
A-10 
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Yakima First National Bank 
Yakima, Washington 


DISBURSEMENTS 
_ Forward— 
Donations: 
Community Chest .....4..........2.. $ 437.50 
Taxes: 
Real Estate—Banking House......6 3,313.50 
Duty on circulation... 579.36 
Redemption of National Bank 
NGtCS ert. cee ee. 480.07 
Netra Cette LP Gy eet eo me ae Oc 559.87 
Capital Stock Was .2cc..22-223 458.00 ¢$ 5,390.80 
Compensation of Officers 
RoMe Hardy, Presidente... 6,375.00 
C. R. Donovan, Vice President... 2,868.75 
Joe L. Clift, Vice President........ 2,868.75 


L. R. Rightmire, Vice President 2,868.75 
H. F. Crawtord, Cashier... 2,295.00 
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EK. P. Hoffman, Assistant Viee 

| H(i  e 2,125.00 
lk. J. Lemke, Assistant Cashier..... 1,700.00 
F. V. Glaetzner, Assistant Cash- 


ETE Llane Ted a oa 1,700.00 
—_--__— $ 22,801.25 
alaties and Wages .......--2--..------------ $ 29,409.00 
A-11 
feo 


Yakima First National Bank 
Yakima, Washington 


DISBURSEMENTS 
Forward— 
Depreciation Bank Building, 1932- 
Be ie Oe rok once cc daha Cel 5,397.20 


Depreeiation Bank Building, 1934..... 9,748.60 
Depreciation Furniture and Fixtures, 


iS. ___ 1,462.24 
Depreciation Furniture and Fixtures, 
Sy a. HOA 20 
$ 31,405.33 
Losses on Bonds sold, Sehedule Follows.................. $ 49,037.81 
- First Seeurity & Loan Corporation Bonds 
Spr 0 oO ee 3, $ 56,215.00 
Losses on Loans written off, Schedule follows.......... $227,142.74 
' Losses on Forgeries, Schedule follows..............-...---- $ 63.30 
Dividend to Yakima Holding Corporation................ $ 19,262.65 
Interest Paid: 
Summer. [),’s ees ns $ 1,498.53 
Savines Department 2:....-..:..-...- 43,610.73 
Yakima County Funds ............... 2,610.84 
COLI TOT V1 SNE het cee 374.33 
Washington Mutual Savings 
[2ST ee 850.83 
Special Deposits (State Banking 
| RETO: eee 2 Ssh 
acer UES MGUY OS ameter nots 63.94 


rcrmrame (COURIC) 2.2.25 ccececs-- 93.66 $ 49,080.97 


308 Guaranty Trust Company vs. 
Plaintuff’s Exhibit No. 26—(Continued) 


Tol Undivided  Eronts =e $ 40,132.52 
$546,335.16 
A-12 
£328 ] 
SCHEDULE OF LOSSES ON BONDS SOLD 
$ 1,000 Missouri Pacific 5%, 1977... $ 34.16 
1,000 Missouri Pacific 4%, 19%5............-.--..-----<- 25.41 


5,000 New Orleans, Texas & Mexico, 5%, 1935 348.27 
5,000 New Orleans, Texas & Mexico, 5%, 1935 342.02 


10,000 Denver & Rio Grande Ry. 4%, 1936...... 7,196.56 
10,000 Southern Ry. 5%, 1994-5... ae 1,809.18 
1,000 Buff. Roch. & Pitts. Ry. 414%, 1957...... 214.48 
10,000 Erie Railway, 4%, 1996......... 2 221.65 
5,000 Missouri Pacific, 5%, 1977......... 2 160.78 
10,000 Baltimore & Ohio 5%, 2000.........0..2...... 4,034.00 
10,000 Erie Railway, 5%, 1975... 1,034.00 
10,000 Great Northern Ry. 444%, 1976.............- 2,809.00 
1,000 Buff. Roch. & Pitts. 414%, 1957........... 211.98 
9,000 Chicago & N. W. Ry. 414%, 2087............ 5,419.39 
1,000 Chicago & N. W. Ry. 444%, 20387...........- 600.91 
4000 Missour: Pacific 5%, 1977............22e 128.62 
4,000 Missouri Pacific 5%, 1977........--2---.:0-00 129.07 
6,000. Missouri Pacifie 5%, 1977........... = 192.93 
7,000 Buff. Roch. & Pitts. 444%, 1957_._......... 1,522.10 
1,000 Buff. Roch. & Pitts. 444%, 1957...........- 217.43 
10,000 Richfield Oil Company 6%, 1944............ 3,109.86 
10,000 Florida East Coast 5%, 1974__...........-..- 34.48 
10,000 Seaboard Air Line 4% 1959..............--.-..- 304.00 
10,000 Rhine Westphalia Elec. 6%, 1955.......... 204.00 
6,000 St. Louis & San Francisco, 4%, 1950... 332.40 
10,000 N. Y. Central & Hudson River, 444%, 
PO GS enor 4,489.40 
2,000 St. Louis & San Francisco, 4%, 1950...... 120.80 
2,000 St. Louis & San Francisco, 4%, 1950...... 60.40 
10,000 Inter. Tel. & Tel. 5%, 1955__. eee 375.00 
10,000 American & Foreign Power, 5%, 2030.... 390.00 
10,000 Cities Service Gold Deb. 5%, 1950........ 2,009.37 


10,000 Cities Service Power & Light 5144%,1952 2,525.00 
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10,000 So. Calif. Edison Co. 3°4%, 1960............ 50.00 
Yakima & Benton Co. Bonds.................... 63.16 
moO Minst Li. L, 815%, W987... ..ecceeneeeee 15.10 
2.) Jeni Oi Oe (\( 77 43.08 
2) 1S) ESO Ra O22 er 7.64 
First Security & Loan Corp. bonds........ 59,215.00 
10,000 Atchison, Topeka & Santa Fe, 414%, 

1 Pe A a 7200 
10,000 Minn. St. Paul & S S Marie, 4%, 1988 6,159.06 
HOC Alleshany Corp. 5%, 1950..................... 879.00 
5,000 Edison Eleetrie Co. 3%, 1987....0...0000. 75.17 
$104,252.81 
A-13 

£329] 

SCHEDULE OF LOSSES ON FORGERIES 
1, GC i re $ 16.50 
Smee Velsot (MO ACCOUME).........-......acs-eecsaccesseooseace+- 2.00 
Memo Treasury check forged....................-..-..-c---.0- 41.30 
IN ASC E20) Canaan 3.00 
$ 63.30 
A-14 
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SCHEDULE OF LOSSES ON LOANS WRITTEN OFF 
Yakima Fruit & Cold Storage Company (judg- 


CONDE) ROR oc) tp $ 5,191.04 
ie SOUS UN, A 2,000.00 
YP OLS OTS 0 IME ce 200.00 
emer Wisalcomn® COM Palit. ..-...--.cc.-ccnccceeeneceesssceeossees 4,581.83 
LS 5,000.00 
MMM CERNG, ..0<..n22-cccseeeee ee: ----<-ccsdebacccevsacsascuusesoonees 3,614.60 
er JEAN nee 2c 5,000.00 
| INC a 5,000.00 
Met —— CS, sooo aoe eece cece scncencceeasecenee 4,000.00 

Mevakima Milling Company ....................:--ese-sscesneee 9,900.00 
Yakima Mortgage & Bond Company........................ 3,170.12 


OC Ga gh) 8S 138.00 
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Jo. Brubaker 2.22224. 50.00 
Lena. A. Buell ....3 eee 240.00 
Mrs, Ita De Cardi... ee 445.00 
Lb. Mi. & Martha P. Clark... eee 59.00 
C. M. & Emma L. Cunningham & John Dankers.... 611.84 
Ly Aides... 2 ee 224.31 
Teo. Js Mab e...0..2025-c2c0-c2enc0a2eeceeceeeecc 540.00 
W. CoiMeLaughhin ...2.22..00.0.0 25.00 
service Grocery Company..........@........2. = 99.00 
Ea Sith tae 190.00 
W.A.& Anna Wils00........04.¢5:00 147.60 
Ernest I, Bete.i.2..ccn. eee 9,000.00 
Cae Calgon. £22.40. ee. 3,000.00 
Dexter Cahoon’ ...22.00.:5.04.258 1,850.00 
Harry (Coonse: -.2...2.4.cni ee ee 2,525.88 
J. J, Crawh0rd 2.2080. 25 ee 5,000.00 
Dee IO a clic entero 2 ce 2,840.00 
Jaines FH. Prase?......25 4 ee 5,000.00 
Mazie BP, Griniell....... ee. 5,000.00 
K. Ei Samson 'Co.; Ine... 9,000.00 
Woolsrowers Service Corp. .....22.............2 ee 37,000.00 
Wapato Fruit & Cold Storage Co........22..2..2---:--1ee-e- 10,521.47 
F, M. Baleom, Company...) ......:.... 25,726.17 
L, 2. & J. Bounds... 2 3,748.40 
“W.. H. Doeseher 2.2.2.1... 725.00 
1 Kolin hs ee 10,000.00 
John J. MeWDonald.........22222....... 5,900.00 
J.-J. MeDonald....22..... 232... 787.75 
C. A.-& Bessie Marsh... 17,500.00 
F, G) Monroe.....0. on ee 300.00 
W. BP, Rideway..28...ck- eee eee 44.78 
Logan H. Roberts... 432205... 15,000.00 
Albert BE. Wetzel .....22cccc-00ccc este 3,000.00 
Henry Wetzel. <2... cc eee 3,250.00 
$227,142.74 
A-15 
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Yakima First National Bank 
Yakima, Washington 
Depreciation Bank Building—814 months to date 


September 15, 1935, of Merger or Sale.................. OR Oh bs 
Depreciation of Furniture Fixtures to date, Sep- 
Pomme) LISS, Of Sal Cocca. ce cdceccececccsccecseccnencoeneecoee $ 796.87 
A-16 
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Yakima First National Bank 
Yakima, Washington 


DEPRECIATION TAKEN ON BONDS WRITTEN DOWN 
1930-1931—NOT ALLOWED. SOLD 1935. 


Bonds Sold Maturity Amount 
Republic of Finland.......... 514% 1958 1930-31 §$ 1,812.50 
ity of Helsingfors.......... 614% 1960 1931 1,203.12 
Assoeiated Telephone Utili- 

OS eee 514% 1944 1930-31 1,937.50 
Ok, assess 4% 1996 1930 780.00 
Pomme R. R.........-......-. 5% 1994 1930 75.00 
Alleghany Corporation .... 5% 1944 1930-31 3,801.25 
LL 0 1S ner D% 1975 1930-31 2,000.00 


Missouri Paeifie R. R....... 5% 1977 1930-31 590.00 
Buffalo, Rochester and 


Faimesbure R. R..........2: 414% 1957 1930-31 1,396.88 
Chicago & N. W. R. R....... 414% 2037 1930-31 1,650.00 
Remington Rand Ine....... 14% 1947 1930 500.00 
Rhine Westphalia Electric 

LO aaa eee ee 6% 1955 1930-31) 2,502,00 
Chesapeake Corporation.... 5% 1947 19380 192750 


Minneapolis, St. Paul & 

Pome. WMUTTIC .......--:2---0200 4% 1938 19380 330.00 
St. Louis, San Francisco 

Ry. Co. Prior Lien Se- 

co 4% 1950 1930 125.00 
Alleghany Corporation .... 5% 1950 1930-31 3,200.00 
International Telephone 


and Telegraph .............. 59% ~1955 1930-31 2,000.00 
mimes Serviee Co..............- 5% 1950 1980-31 2,465.63 


American Foreign Power.. 5% 2030 1930-31 1,550.00 
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Bonds Sold Maturity Amount 
Cities Service Power & 
|W tsd ai ak Of: aaeen a manera 514% 1952 1930-31 1,230.00 
Yakima Special Water 
Bonds) it 2s 5% Various 1930 1,678.00 
$31,339.88 
A-17 
[333] 


In April 1925 the Yakima National Bank took over the de- 
posits of the Yakima Trust Company. In a contract dated 
April 3, 1925 it was specified that a commission of $26,947.00 
was to be paid by the Yakima National Bank to the Yakima 
Trust Company. The commission $26,947.00 paid by the Yakima 
National Bank, was not allowed as a deduction as shown by 
Revenue agent’s audit dated March 17, 1928 years covered 1925- 
1926. 

The First National Bank, Yakima, Washington merged with 
the Yakima National Bank February, 1930 under title Yakima 
First National Bank, which bank’s deposits were subsequently 
taken over in 1935 by the National Bank of Commerce of Seattle, 
Washington, now opperating as their Yakima Branch. 

We are claiming as a deduction 3% of the deposits of the 
First National Bank ($1,832,051.29) $54,961.53, also 3% de- 
posits of Yakima National Bank ($983,401.18) $29,502.03 as of 
March 1, 1913. Total including as above state $26,947.00 in the 
amount of $111,410.56. 

A-18 
[334] 


: 363 


ECVE 


United States of Am 


- 


Plaintiff’s Exhibit No. 26—(Continued) 


ficeed 
61-V 
EL°E69'9 $ 


UOPSUTYSE\\ ‘OTIWWSG ‘BT}JwVag Jo do1eWWIOD Jo yueg 


[BUOTVN ey, Aq TAO UdyR] a}ep ‘CEGl ‘GT Laquiaydeg 0} syyuoW 4g «107 UdyB} UoTjelovIdeqd 


GG STC FE$ 


OG Fa9'T 
02909 
CELLE'S 
OF T66'S 
09° L08‘0T 
00'°000'F 
00°00F% 
00 OFF'T 
99918 
00°L0g 
00°0S2 
98° LOT 
18°GSE 
04638 


‘SIX SNOJADIg 


09'°8FF'6 $ 


GELS 
98° L8T 
00° S19'T 
Cie! L 
OF SLS‘S 
00°000'T 
00°009 
00°09 
00°92 
08°06 
00°62 
98°0G 
98°COI 
G8'86 


Stel 


Or 


4UdD J9g 


0c 
0c 


OT 


0G 
0G 
OL 
0G 
06 
sid QL 


OUT 


FE GLO‘ ELZ$ 


00°LEL‘6 
0289'S 
69° SF0'SS 
98°S16'6¢ 
8L9F8'G8 
00°000‘0T 
00°000‘S 
00°000°S 
00°092‘¢ 
00°908‘T 
00°0S2'G 
OT L00°T 
GZ LITS 
0S'886 


380) 


T&6T 
T&6T 
T&6. 
T&6T 


T&6T 
T§6T 
TE6T 
T&6T 
TE6T 
TE6T 
I&6T 
T&6L 
TEG6T 


peimboy o1eq 


asoding XVI, IUIOIUT 1OF poptduoy 


DNIGTING 
G@TNGHHOS NOILVIO“UdaA 


d 


aaa a Spilq ul opqarvyy 
soraeer ances es SOINIXTY OLLI 


Sulyeoyy Y Surquny gy 


gh a SUOIJIPPY “Spl 
I€6l 7 
Saga ug ar aia SUIP[MG pIqQ«vyy 


Sacra eens Idd01g “Splg 


SuIp[Ng sulqunyig 


Be aa SuIp[INg 10} Vadpry 
7 pa aaa ase oe S19}]UNOD 
“Sane S19JUNOD ozu01g 
Pee PTC WABLY iepsang 
Pe ergter yy SIINIXT YY OLIPAT 
Sieg aue ona SOINIXI YY WOT] 
al cr Sg oI} aroqqny 


Ayiado1g Jo puly 


LLL ee 


02 G (00°668 ) i oulyoryy SUIPpy 

OL OL (68°FIT ) GobE SUMMER GION) OSGI 

p~  Feges't GG'LGT CEG OF 00°c08‘9 Cool ame es Soxog ysodoc 

o o6ete'e IL'986 Az OF 08 89F'6 CS soxog psodoq 
= OT OT (00°68) CGhiter eg es r 
et €S T00'T LP ZOL OL OT OL'FC0'T (a aa is 
— © OT OL (0g¢'z9_) PGUcees: Po Seman eer . 
os OL OL (F886) Cog eae " 
= | 10°99 ce ell Or OL GTZST CCG quer renee: 5 
Ss & OL P6L'T CE'OLS OL OT 0Z'S9L‘Z CCOees ence e 
SS az OF 9LT 00°S2 OT OT 00°SSZ VE cca ss 
sc 2 89° LST LL61 OL OT EL L6L CGI ee aac as % 
= #2 00°OST'T 00°98 Or OT 00°9T2'T Cue eras - 
S 6 Or OL (e¢°F0¢'T) ae a eh ae : 
i Ge nf OT (OL P8F'T) Caulice 1 ae - 
s OL OL (6L'G81'S) (el) aaa os 

SP OL Sif OT (09°59) LGU” oeacseeanee cine Somny XI 

es ‘SIX SNOJAIIG SS6l 1U9)2) Jog SIT 380) 9 pernboy 37eqd AVIIdor1g 7O puryy 

ONIBA Ie ’ 


sosoding xey, ewoouy 10F poytduroy 
SaMOLXIA CONV AYOLINGNAA 
ATNGHHOS NOILVIORYdaAd 
L8'96L$  syquoUL %{gQ LOZ UOTZWeID9IdO(T 


Plainti 


364 


36 


United States of America 


[oce] 


0¢-V 
an 

© 

= PPTOT‘ST 
= 

SST e9 
7 L¥'8Z1 
+ 88907. 
C1 Q0'008'T 
S 

Z 

2 SP LIZ 
= —00°09% 
Z 

F 6°66% 
-f 

= 

a 

Ss ‘SIX SNOTAIIgG 
a 


IG Fol Tt 
OO'SsL'T $ 
$6'8T OT 
egg OT 
COE OT 
00°SL 6 
02 
02 
66°82 OT 
0S°3S OT 
0G 
OF LE OL 
0¢ 
02 
0Z 
Seér qWdID log 


esFI 


E9'STS‘9g $ 


OF 68T 
0G°8cE 
09°06 
00°009°S 
(S296 
(LUTIT 
06°68 
00°68 
(00°868 
CS'FLE 
(00°S88 
(OG IST 
(ZL'996 


3809 


) 
) 


TE6L 
Té6T 
TE6T 
Sc6L 
Sc6T 
Lo6L 
Lc6T 
LG6T 
Loot 
Lo6L 
Lo6L 
9661 
Lo6T 


peajnboy 31eq 


(ponul}Uu0D )—sainj}Xly pue sINnjUAIN 


(penutju0g)—s9[Npeyag uoljedeideg 


‘uoT}2}OU YU pure usgt 


sitteetsesccetecenstescereneecerenes Ssuy 
sr nctc rere reese cee ree scenes oI LUA 
oan eteeanenc sc enseeeceeeeeee OINJIUIN J 
weteteeertescceereecc eee S1O0({ J[NB| 
sence eeeenneeeteeco eens LILIMYOIYD 
BEE eee ean IDPLIMICA J, 
seteercetecees quawdinby ‘ostyy 
satecnsenecesseess Taddvr yy LIUOTY 
Beoc apn VULYIRIL IL} }TUIY 
seenesenes DULIVIY SuUlpjooury 
eaeteeeadeecrer@ecaceess STOPLUMOC AF, 
weereeeeteeecceeeeneeeeees LOLLMICA T, 
steseseseroeees sUIpoR]y SUIppy 


AyJodoig Jo puryy 


i a TAD iii Te a 


366 Guaranty Trust Company vs. 


Plaintiff’s Exhibit No. 26—(Continued) 


Yakima First National Bank 


Yakima, Washington 


COMPARATIVE STATEMENT 


Assets: 


December 31, 1935 


Loans and Discounts.................... $ 335,626.96 


Other Bonds on Hand.................. 278,982.18 
City and County Warrants........ 242.80 
Federal Reserve Bank Stock...... 
Federal Reserve Deferred 
Credit Account, ...........---.--..-.--- 
Federal Reserve Bank .............. 
(Co eee nn ls ee 
Five Per Cent Redemption Fund 
rants ime Transit... eee 
Federal Deposit Insurance.......... 12,121.42 
Bank Premises—Buildings ........ 
Bank Premises—land =... 
Bank Furniture and Fixtures.... 


ue trom teaniks!......222 91,963.69 
Yakima N. B. C. Adjustment Ac- 
PeYo) UN 1G Semenseee ty ARB OeDy MeN 3,091.01 


$ 722,328.06 


Liabilities : 

DGD OSIbS: ccigt ccna $ 
Cirenlationg. nce ee 
Capitals Stolk. .2... ser eee 500,000.00 
SUPP NS cc ee 100,000.00 
lUndivideds Profits: 2222... = 120,774.78 
Reserve Account ccccccccccc)|0|606UCl ee 
Wividens, Umpaid: 2 eee 1,553.28 

$ 722,328.06 


December 31, 1934 


$3 037,186.47 

816.85 
500,751.57 
1,527,498.22 
1,221,760.81 
63,931.55 
18,000.00 


19,012.05 
813,139.08 
600,379.74 

25,000.00 

46,618.14 

12,121.42 
192,986.53 

50,000.00 

60,054.35 

1,579,507.12 


$9,768,763.90 


$8 588,121.64 
500,000.00 
500,000.00 
100,000.00 

80,642.26 


wewweennne 


$9,768,763.90 
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United States of America 
Treasury Department 
Washington 
August 2, 1941 

Pursuant to the provisions of Section 661, Chap- 
ter 17, Title 28 of the United States Code (Section 
882 of the Revised Statutes of the United States), I 
hereby certify that the annexed is a true copy of 
Corporation Income and Exeess-Profits Tax Return 
for 1935, (with schedules attached), filed by Yak- 
ima Holding Corporation, Yakima, Washington, on 
file in this Department. 


In Witness Whereof, I have hereunto set my hand, 
and caused the seal of the Treasury Department to 
be affixed, on the day and year first above written. 

By direction of the Secretary of the Treasury : 

[Seal] i AS BIRGEEED 

I’, A. Birgfeld 
Chief Clerk, 
Treasury Department. [338] 
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Page 3 of Return 


SCHEDULE L—RECONCILIATION OF NET INCOME 
AND ANALYSIS OF CHANGES IN SURPLUS 


1. Net income subject to taxation (Item 30, page 
MEMES BUDIT No. 22 eat" eee na cade sc rea acacacdesececasdeeaxandse Deficit 955.42 
2. Nontaxable income: 
(a) Interest on: 
(1) Obligations of a State, Territory, or 
political subdivision thereof, or the 
District of Columbia, or United States 
"ORING ISIGHT) 5 eee ee ieee 
(2) Obligations issued under Federal Farm 
Loan Act, or under such Act as amend- 
Ol) ee ebed A A 
(3) Liberty 314% Bonds and other obli- 
gations of United States issued on or 
before Sepremiber Wy WOM, eS ee ieee eee 
(4) Treasury Notes, Treasury Bills, and 
Treasury Certificates of Indebtedness... _............- 
(5) Liberty 4% and 414% Bonds, United 
States Savings Bonds, and Treasury 
Bonds owned in the principal amount 
Oe ASOLO: avd ES U6 Ko) bee ? 
Liberty 4% and 414% Bonds, United 
States Savings Bonds, and Treasury 
Bonds owned in the prineipal amount 
Ont ores “2 0) ee ree 
Obligations of instrumentalities of the 
United States (other than those to be 
Teporicammmlbine 2 (Ca) (2) abOVE)........  <-----eecenee-e 
(b) Dividends deductible under Section 23 (p) 
Of thre Revenucmict of 1038. .......20....0....- 20,521.87 
(ec) Proeeeds of life insuranee policies paid 
Mpa tic Geatimon (NG TISUMEC.......---.2c.---0<c-0»  <ccsnncecesesa2- 
(d) Other items of nontaxable ineome (to be 
detailed) : 
CU) pak RG... SE See 
CO) cence Se nc. <r 


3. Charges against reserve for bad debts, if Item 
21, page 1 of return, is not an addition to a re- 
aaa nO Una le a ee a e ak aaeacececensandede. _schacndecndscens 
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NATURE OF BUSINESS 


1. Check the block to indicate the industrial division in 
which the corporation’s main income-producing business 
falls: 

Manufacturing 
Food and kindred products: 


Bakery and confectionery products. 

Canned products—fish, fruit, vegetables, ete. 

Mill products—bran, flour, feed. 

Packing-house products—meats, lard; slaughtering. 
Sugar-beet, cane, maple; molasses, ete. 

Other food products—butter substitutes, cereals, 
coffee, spices, dairy products; ice, ete. 

Beverages, soft drinks, mineral water. 

Brewing and distilling—alcohol, liquors, beer, malt 
extract, wines. 

( ) Tobacco products. 


( 
( 
( 
( 
( 
( 


ee a ee ee 


— 


( 
( 


— 


Textiles: 


( ) Cotton goods—dress goods, ete.; napping, dyeing. 

( ) Woolen and worsted goods—dress goods, ete.; wool 
pulling, scouring. 

( ) Silk and rayon goods—dress goods, thrown silk, ete. ; 
spinning, warping. 

( ) Carpets, floor coverings, tapestries, linoleum. 

( ) Other textiles—cord, felt, fur, linen, artificial leather, 
surgical textiles, ete. 

( ) Clothing—custom-made, factory-made, underwear, 
millinery, ete. 

( ) Knit goods—sweaters, hosiery, ete. 

( ) Leather boots, shoes, slippers, ete. 

( ) Other leather products—saddlery, harness, trunks; 

finishing, tanning. 

) Rubber tires and tubes. 

) Other rubber goods—boots, shoes, hose, artificial rubber. 

) Bone, celluloid and ivory products. 

) Sawmill and planing mill products. 

) 

) 


— 


Furniture (not metal). 
Other wood products—carriages, wagons, baskets, ete. 
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Manufaeturing— (Continued) 
Paper, pulp and produets. 
Printing, publishing, and allied industries. 
Petroleum and other mineral oil refining and produets. 
Chemicals proper, acids, compounds, coal tar prod- 
uets, ete. 
Allied chemieal substanees, drugs, oils, soaps, ete. 
Paints, pigments, varnishes, ete. 
Fertilizers. 
( ) Stone, elay, glass, and related produets. 


NN NO 
ed 


(ED Gero, an 
WN" 


Metal products and processes: 


( ) Iron and steel—produets of blast furnaces, rolling 
mills, foundries. 

Locomotives and railroad equipment. 

Motor vehicles, complete or parts. 
Machinery—faetory, used in producing food, leather, 
metal, paper, printing, rubber, stone, clay, glass, tex- 
tile and wood produets. 

Machinery—agricultural and equipment. 
Machinery—eleetrical and equipment. 


a a i 


348 
( ) Machinery—other, building, construction, gas aki | 
mining machinery and equipment. 
( ) Household equipment—metal furniture, refrigerators, 
sewing machines, ete. 
Office equipment. 
Metal building material and equipment. 
Hardware, tools, ete. 
Precious metal, products and processes. 
Other metals, products and processes. 


Ce Fe ee 
Nee ee eee ee” 


Miscellaneous manufacturing : 


( ) Radios, complete or parts. 
( ) Musical, professional, and scientific instruments ; opti- 
eal goods, small boats. 
( ) Airplanes, airships, seaplanes; parts. 
Nonmanufaeturing 
Trade: 


( ) Wholesale. 


384 


2. 


Guaranty Trust Company vs. 


Plaintiff’s Exhibit No. 28—(Continued) 


Nonmanufacturing— (Continued) 


( ) Retail. 

( ) Wholesale and retail. 

( ) Commission. 

( ) Other trade—repair service, garages, etc. 

Finance: 

( ) Banks—national, State, private, savings; jointstock 
land banks. 

( ) Stock and bond brokers, investment bankers or brokers. 

( ) Real estate, realty holding, real estate agents. 

( ) Insurance companies (not agents). 

(x) Investment trusts, stock syndicates, stock holding com- 
panies. 

( ) Other finance—loan companies, building and loan asso- 
ciations; note, mortgage or pawn brokers; insurance 
agents. 

( ) Agriculture and related industries, including fishing, 
forestry, ice-harvesting; leasing such properties. 

( ) Mining and quarrying, including gas and oil wells; 
leasing such properties. 

( ) Construction—excavations, bridges, buildings, railroads, 
ships; equipping and installing systems. 

( ) Transportation—rail, water, serial, motor, ete.; leas- 
ing such facilities. 

( ) Storage — cold storage, grain elevators, warehouses, 
sate-deposit vaults, ete. 

( ) Public utilities—electrie light or power, gas (arti- 
ficial or natural) pipe lines, telegraph, telephone, ra- 
diom, water-works, heat supply, toll bridges, ete.; leas- 
ing such utilities. 

( ) Service—professional, business, amusement, domestic, 


and all other. 
[349] 


AFFILIATIONS WITH OTHER CORPORATIONS 


(See Instruction 38) 


Is this a consolidated return?—No. If so, procure from 
the collector of internal revenue for your district Form 851, 
Affiliations Schedule, which shall be filled in, sworn to, and 
filed as a part of this return. 
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3. Was the income of this corporation included in a con- 
solidated return for the prior year?—No. If so, give name of 
corporation which filed the consolidated return............-... 


Predeeessor Business 

4. Did the corporation file a return under the same name 
for the preceeding taxable year?—Yes. Was the corporation 
in any way an outgrowth, result, continuation, or reorganiza- 
tion of a business or businesses in existence during this or any 
prior year since Deeember 31, 1917?—No. If answer is ‘‘yes’’, 
give name and address of each predecessor business, and the 
Peter Or st ltee CMAN Ge IN CNTY. -.-..-.-cc-cccecceecccccssacsencseoscsceessereneee Upon 


If the answer is ‘‘yes’’, closing balanee sheets of old business 
and opening balance sheets of new business must be furnished. 


Basis of Return 
5. Is this return made on the basis of cash reeeipts and 
disbursements?—Yes. If not, describe fully what other basis 
or method was used in computing net inecome................. 


Valuation of Inventories 
6. State whether the inventories at the beginning and end 
of the taxable year were valued at cost, or cost or market, 
whichever is lower. If other basis was used, describe fully, 
state why used and the date inventory was last reconciled with 
ooo eceee 


PREPARATION OF RETURN (See Instruction 47) 


7. Did any person or persons advise the corporation in re- 
spect of any question or matter affecting any item or schedule 
of this return, or assist or advise the corporation in the prep- 
aration of this return, or actually prepare this return for the 
corporation? (Answer ‘‘yes’’ or ‘‘no’’)—No. If so, give the 
name and address of sueh person or persons and state the na- 
ture and extent of the assistance or [350] advice reeeived and 
the items and schedules in respeet of which the assistance or 
adviee was reecived; if this return was actually prepared by 
any person or persons other than the corporation, state the 
souree of the information reported in this return and_ the 
manner in which it was furnished to or obtained by sueh 
Person or persons................... 
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Information Return 
8. Did the corporation make a return of information on 
Forms 1096 and 1099 (see Instruction 53) for the calendar 
year 1935? (Answer ‘‘yes’’ or ‘‘no’’)—No. 


List of Attached Schedules 

9. Enter below a list of all schedules accompanying this 
return, giving for each a brief title and the schedule number. 
The name and address of the corporation should be placed on 
each separate schedule accompanying the return—Profit & Loss 
Statement. [351] 

B-3 
SCHEDULE A (See Instructions 2 and 5) 


1. Cost of Sales (Where Inventories Are an Inecome-Deter- 
mining Factor) 
Ttems Amount 
(Enter as Item 2(c)) 


Salaries and wages .2.222 2... i eka 
Other COStS. -..........cccccceestesseereeesee ee nn 


2. Cost of Operation (Where Inventories Are Not an Ineome- 


Determining Factor) 
Items Amount 
(Enter as Item 5) 


mdlaries and Waces .......22004--..c2" Se ae 
Other COStS -....ccc...-ccc0ccicceesseceeedoescce 


SCHEDULE B—CAPITAL GAINS AND LOSSES 
(From Sales or Exchanges Only) (See Instruction 10) 


1. Description of 2. Date Acquired 3. Date Sold 


Property 
Mo. Day Year Mo. Day Year 


7500 Shares Sunshine Min- 
ing Co., Kellogg, Idaho..Aug. 1934 5-1-35 
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4. Gross Sales Price 5. Cost 6. March], 1913, 
(Contract price) Value if Acquired 
Before That Date 
to ha aimee ea jo. 
61451.50 59576.50 
7. Cost of Improve- 8. Depreciation Al- 9. Gain or Loss 
ments After Acqui- lowed (or Allowable) 
sition or March 1, Since Acquisition or 
1918 March 1, 1913 
(Furnish details) 
[i Shee: oe eer es ees See ee eo 
1875.00 


Gain or Loss (enter net amount as Item 10) (capital 
losses are allowable only to the extent of $2,000 
DiS CA EC)... na Sa oe 


State (1) how property was acquired—Cash purchase; (2) 
whether at time of sale or exchange purchaser owned more 
than 50% in value of your outstanding stock—No. 

Every sale or exchange of stock should be reported in detail, 
including name and address of corporation, class of stock, num- 
ber of shares, capital charges affecting basis (stock dividends, 
other nontaxable dividends, stock rights, ete.). 

Cost of property must be entered in column 5 if a loss is 
claimed in column 9. 


[352] 
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SCHEDULE D—COST OF REPAIRS 
(See Instruction 17) 


. Items 2. Amount 
(Enter as Item 17) 
Salaries and wages............-.---.-- Les 
MCL COSUS coc... -cccccv.ceceeecccccccssse  accesnccenes 


SCHEDULE E—TAXES PAID 
(See Instruction 19) 


. Items 2. Amount 


(Enter As Item 10) 


SCHEDULE F—EXPLANATION OF DEDUCTION FOR 


LOSSES BY FIRE, STORM, ETC. 
(See Instruction 20) 


1. Kindof Property 2. Date 3. Cost 4. Subsequent 


Aequired Improvements 
otic a. ans Gees iit aon 
5. Depreciation 6. Insuranee and 7. Deduetible Loss 
Allowable Sinee Salvage Value ele 
Acquisition 
Ser ren eee a Ba cccacececeeer 
State how property wes @equited...................-2.-.---csccossesseeeeee> 
[353] 


390 Guaranty Trust Company vs. 


Plaintiff’s Exhibit No. 28—(Continued) 


SCHEDULE G—BAD DEBTS 
(See Instruction 21) 
1. Year 2. Net Income 3. Sales on 4. Bad Debts 


Account 
1931 eles Ate rece S$. ack ee 
W982 = renttasesastemzacl” = 
VOSS ——ceecceatcetnseceeee (eee 
1984 hitter. ) ...2 
W985 ————encennccecciceonncs = en 


SCHEDULE H—INCOME FROM DIVIDENDS 
(See Instruction 12) 


Itemize below all dividends received during the year, stating 
the amount and the name and address of the corporation which 
declared the dividends. 

(Sunshine Mining Co., Kellogg, Idaho $ 1500.00) 
Yakima First National Bank, Yak- 
ama, Wash. 2.2.2 eee 19021.87 


20521.87 


SCHEDULE I—EXPLANATION OF DEDUCTION 
FOR DEPRECIATION 
(See Instruction 23) 


1. Kind of property 2. Date 3. Cost or Mareh 1, 


(If buildings, state Acquired 1913 Value if Acquired 
material of which Prior to That Date 
constructed) (Indicate basis) 


G.T.C. old bldg. Brick 
& Terracotta 22.5: 4-10-30 $44500.00 


Umted States of America 
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4. Assets Fully 
Depreciated in lowed (or Allowable) 
Use at End of Year in Prior Years 


5. Depreciation Al- 6. 


Remaining Cost 
or Other Basis to 
Be Recovered 


7. Life Used in 


8. Estimated Re- 9. Depreciation 


Aeeumulating maining Life From Allowable 
Deprecitaion Beginning of Year This Year 
_onceivicrnel ese cre ee 
5 yr. 20 yrs 1780.00 
[354] 


AFFIDAVIT (See Instruction 46) 


We, the undersigned, president (or vice president, or other 
principal officer) and treasurer (or assistant treasurer, or chicf 
accounting officer) of the corporation for which this return is 
made, being severally duly sworn, each for himself deposes and 
says that this return (including its accompanying schedules 
and statements, if any) has been examined by him and is, to 
the best of his knowledge and belief, a true, correct, and com- 
plete return, made in good faith, for the taxable year stated, 
pursuant to the Revenue Act of 1934 and the Regulations issued 
thereunder. 
[Corporate Seal] R. M. HARDY 

President 
L. R. RIGHTMIRE 
Treasurer 

Sworn to and subseribed before me this 18th day of Feb- 
ruary, 1936. 
[Notarial Seal ] L. B. ANDREWS 

Notary Pubhe 


AFFIDAVIT (See Instruetion 47) 


I/we swear (or affirm) that I/we perpared this return for 
the person named herein and that the return (ineluding its 
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accompanying schedules and statements, if any) is a true, cor- 
rect, and complete statement of all the information respecting 
the income tax and/or excess-profits tax liability of the person 
for whom this return has been prepared of which I/we have any 
knowledge. 


(Name of firm or employer, if any) 


Sworn to and subscribed before me this ........-...---.------ day of 
wind eens MOS cass 
[Notarial Seal) 9 nescence 
(Signature of officer administering oath) 
(Title) 
B-4 
[355] 
YAKIMA HOLDING CORPORATION 
Yakima, Washington 
January 1, 1935 to December 31, 1935 
Income 
Wintemes fits... --vecennddicee acess eee ees eee $ 1,348.41 
Rentals—Guaranty Trust Company— 
ONGEB ers «cc... eee ee ee 4,184.47 
Dividends—Sunshine Mining Co......... 1,500.00 
Yakima First National 
Bank eee. ee 19,021.87 
Profit on Sale Sunshine Mining Co. 
STNG ae ee ee 1,875.00 $27,929.75 
Expenses 
Interest¢eaidi ssa... $4,828.05 
Postage, Stationery & 
f Sere Ub > dares emer eee 14.70 
Publishing Reports ........ pale 


Taxes—Real Estate -....... $ 1,047.31 
Capital Stock Tax 202.20 1,249.51 
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State Corporation 


ieense IGE ...........--2-.-. 285.50 
Revenue Stamps .............. 105.56 
Telephone and Tele- 

I D.09 


Guaranty Trust Com- 
pany—Old Bldg. Ex- 
penses—— 
MON ANUS) ooo ecco ssccctsones $ 4.07 
Liability Insuranee .... 31.05 
Plate Glass Insurancee.. 44.03 79.15 


Miscellaneous. .............-..-- le 
OS |S ee ee 1,780.00 8,363.30 
BNP UACOME ........-c...--0cccccgeeene $19,566.45 


ANALYSIS OF PROFIT AND LOSS STATEMENT 
FOR COMPUTATION OF REPORTED LOSS 


Gross Income as per Statement.................. Seago. 10 
Less Deduetible Income 
Dividends on Stocks of Domestie 
Corporations as Listed in Sched- 
WN Ge Pre UA aise ae, seer an 20,521.87 $ 7,407.88 


Total Expenses as per Statement.............. 8,363.30 


Net Deficit for Income Tax Report (Item 
LN) Gates £2 ae ne areD $ 955.42 
B-5 
[356] 
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PAIS eR Ss EN WNBIT Wo, 29 


Name—VAMA F IRST NATIONAL BANK 
-Address— Yakima 


Brokerage A 
Interest Rate........ % 


Vought or Sold or Interest 
Ol Balance Date Reretved Delivered Items as of Price Charges Credits Balance*® Date 
1933 
June 6 QUMOY PST eiStiayile MRUMTNINIEE | Wes ees eeee cca cae oc ensnus ooze Saxecesececneses': 2.07 404.96 104.96" 6 
404.96 7 Cheek ...... 404.96 oo* 7 
OO Aug. 24 10 General Motors Corporation& P. Reed 30 
5 General Motors Corporation ............ 3256 157.88 157.58 24 
157.54 25 Baaegee 2081. OND (rCT CHA NMNETS, e.g pwc ccsseeeepacesecsrsnsgtcecevess 30 157.28% 25 
157.26 91 (Chieti ee eRe ere ae 157.28 00* = 31 
00 Sep 11 5 General Motors per potntie ER re 8 Diva 
00 18 3M Fourth Liberty 44097 10/18 Called.. 101 28/32 3,052.42 3,052.12% 18 
3,052.42 19 3M S. 4th Liberty Bond 414 } 1933-38 
Ins. & Post. .... Pecan etc eee Reed 60 3,051.82% 19 
3,051.82 Oet 20 Cinta er Spal er oa acp cern | ve svesvovierooonesbcbaecasesnsnne 3,051.82 00° 20 
On 1934 : 
Jan 27 2 US. Steel Corporation Co Reed 30 
2 U.S. Steel Corporation € 5534 105.57 FEO OEA) TBE 
105,27 Feb 6 Cheek . Foc BREESE CORR ere Eco 105.27 00° 6 
00 Apr 30 $700) Federal neta sae ga ¢ 4 100% Net 7063-4 
1500) Federal Farm Mg. Corp. 10034 Net 1,517 34 
WERE S osc cees 5:5: et Ms 0s 2,223.68 o0* 30 
00 May 1 2200 Federal Farm Mtg. 31% Reed 
wo 2 ne A 917.43 
$900) Federal Farm Mtg. 31% Net 101 18/32 917.88 odes 
WS 3 $900 Federal Farm Mtg. 31% Reed 45 
1300 Do Reed 45 
1300 Do Net 101% 1,325.13 
UMIjo eee creer Meee 1,324.68 00* 3 
om q 1400) Federal Farm Mtg. Corp. J@ 3/15, Gace escceeeceeeees Net 101% 1,433.08 
625 Home Owners Loan Corp. Net 100 633.96 
Cheek . 5/9 1,433.08 633.96" 9 
633.96 10 Check . et bce a neecceeen rer eee RTE EES 3,893.32 
1400 I Seen. Fata ne Ore + 3 ‘15/64... Reed 
625 Home Owners Laan Corp. | Ins & Post. Reed 45 
soo Federal Farm Mtg. Corp h 3/15/34 Ins. Reed 80 
Check . [oso coco esagseecsisessasi 633.51 3,894.12" 10 
894 12 3500 Fedunal aria Mtg. Corp. c 3 15 bh Net 102 3,587.38 
300) Federal Farm Mtg. Corp. % 3.15 64... Net 10134 306.74 00% 10 
oo 12 100 Tiggorns Washington local rovement Dist riet No. 4258 6% 
2:17 40 a a sess . Net Flat 90 90.00 90.00 12 
90.00 4 $100 Theotia Washington Teach rovement tilvtaiet No. 42: FR 6% 
Due 2.740 Reed 
VA Sere le es eos sss ee ionges sper cepa deed 50.00 o00* 14 


{Printer’s Note). Figures in italies typed in red 


Balance Forward 


aie 


nal 


(id Balance 


) 


(H) 


00 


5,465.00 
0 
1,071.53 


0 
() 
210.00 
122.50 
S77 40 
Ai) 


1,954.30 
LOSI85 
1,959.85 


FING 


0 


wa.00 
wn 
4,922 15 


ath 


Date 


1934 
May 


June 


dul 


Nu 


| Printer’s Note! 


19 


Bought or 
Hecelved 


5100 


275 


50 


1M 


100 


4900 


100 


Sold or 
Delivered 


IM 


10 


50 


3300 
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Plaintiff's sbit No. 29—(Continued) 
Name~ YAMA FIRST NATIONAL BANK 
Addgs—Yakima, Washington 


Interest 


Items as of 


Tish Qe ost 


Federal Farm Mtg. Corp, 31 3/15, 64 
Chi Thaes earch: cc eee te RES eas rvs cop sesererereeeeerentins 


Federal Farm Mtg Corp, 31) 3: 15/4. Net 
Pederal Farm Mtg Corp, 31) 3/19, G4. Net 
Wome Owners Loan Corp. Ths. & Post 
Home Owners Loan Corp. U Net 
Cheek 
Creat Western Suse Cony 79 Cumulative Preferred 
MUCK, 2 erecstane 
Payment Reeeived a 
WES) Treastiry: S30 SAS Bem anes ee Net 
Cheek to National Dank of Mnerce 
US. Treasury 494% 3/19/4-- 
To Adjust Secrued Interest 4 Treasury 154% ve ; due ass 
Ins & Post on 50 tieat Wen Sugar Pid. = 
Commonwealth & Southern [P-- ue 
7/2 Dividend on 50 Great Wern Sugar Preferred... 
Payment Received . ” sone nnenesreeee 
(ey ee ieee cee fee cena nena 
Maytag First Preferred Stoe - 9 -- 
Maytag Mirst Preferred Stot-- -—-- 
Maytag First Preferred Store -- 
Mas tag First Preferred stil the. & Post 
(ireat Western Sugar Co, 7¢referred.... 
Cheek... ¥ 
Vaited Fruit Company + 1/24 
Payment Reeeived 


Ins & Post 10 United ait hinon.. 
Check . 
Fede on Farm Mtze Corp = 
Do 
Commonwealth & Southern. 
Payment Reecived eee = 
Federal Farm Mtg Corp. 1 MR Se 
Federal Yarm Mtg. Corp 9% Ins. & Post... 
Cheek aes 
Sunshine Mining () CapitStock...... 


21949. if & Ie, 


Figures in italioes typed in red. 


Price 


Reed 


10114, 
1011% 

Reed 
1001, 


Ml 


106 3/16 


Reed 


100,00 
Reed 


6.70 


Charges 
1,00 
5,190.85 
AS 
2,417.69 


5,965.00 


1,070.84 


1,953.85 
T2215 


30 
3,326.90 
.60 


160.00 
1.00 


4,930.85 
680.00 


Interest Rate........ 


Credits 


4073.11 
1,118.74 


2,418.44 


5,565.90 
1,070.63 


21 


87.50 


210,30 


781.60 


786.60 
385,80 


722.45 


3.327 50 


160.30 
4,931.85 
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Balance® Date 


O00" 19 


0% 22 


5,565.00" 24) 
0" 26 
TO oes 


0° 11 
00% 26 
AAO? 2D 
NETH Oe ae 
87.80" 5 
PSUS 


195-430" 10 
1,053.85" 11 
P5585" 
vo* 17 
REIS 240) 
we 21 


00" = 25 
160.00" 26 
30" 28 


REA he 


oS et 
679.70 4 
Balanee Forward 
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Name—YAKIA FIRST NATIONAL BANK Brokerage A 
Addres Yakima, Washington Interest Rate........ % 
Bought or Sold or Interest 
Old Balance Dete Received = Delivered Items as of Price Charges Credits Balance® Dafe 
193: 
679.70 Aug 6 10) United Fruit Company Capitattock.... Diva 679.70" 6 
679.70 1 Cheek Pee 680.30 60" 7 
13 Ins & Post. on 100 Sicmine A. Co. 30 
Certifieate Charge on 10) Sunne Mining.... 50, ihe a3 
iW Ins. & Tost. on 106 Commonweh & Southern. 30 50" 4 
eg 100 Sunshine Mining Comperny Caal Stock Diva 
cad 100) Cummonwealth & Southern Coration Common... Divd 
Sept 5 5000 OS Treasury 49% Reg 1941-cns. & Post... Reed 1.00 
5000 LS. Treasury 49 Reg. 12, 15....000. 00: Net 10615 5,325.00 SERPS WA! oH 
10 Cheek .... 5,369.00 
Payment Receives eee See ORE 50 
Accrued Interest on 5M US ST tee 1% Pence Due 12/15/54 45,00 00" =10 
12 1000 Home Owners Loan Corp. 3. dns & Post. Reed 5 
1000) Home Owners Laan Corp. =< Scie 9414 942,50 2105s ee 
13 (Cakes. me Me ed # 2 33,09 
Acerned Interest on 1M iiomaees rs tan 3/: 52. ie Site gers 11.00 CO is 
Ort 24 1200) Pederal Farm Mortuage Corpeion 3% Bonds Due 5/15/49 10/25 977, Net 1,190.50 
1000 VS. Preasury 310% Bond 110 15 45.00... » MOVES 102 1/16 Net 1,021.53 
1000 COS Treasury 1, 9¢ Die 1945 Ins & Post... Reed 5 2,211.58" 24 
11 5s 25 1200 Federal Farm Mortgage ma ee 36 Bonds Due 5/15/49 Reed 
Ca Setial merce <2 apse sesso seg ne Ee 2.21158 00" 25 
on 26 715 Home Owners Loan Corporate Oh: oo Ree er eae Reed 
Ins & Post on Ahave ot 45 
TiS Home Owners Loan a ll bem Hue Hy VARA lee Net 9744 764.99 
Cheek : 2 Recs cch egos cath ses 764.54 
4 American Te rtephone” & Pion c OPIS Magma, --<- ovmee cs. ee Hoy 446.36 446.36" 26 
WG 36 29 Received) on Account @! ee: nssnan cee 416,66 ious) 
30 200 Voited States Mourth Libertyan 41, % 10/15/38 Unealled 10214 Net 201,88 
300) Mnited States Fourth Lihertyan 4°,% 10015738 Called... 1Or Net 303.57 508.75" 30 
31 200 Fourth Liberty Loan 424% Dias. cee teeteeceeeceneeee Reed 
300 Fourth Liberty Loan 419% DIOS Called Reed 
Tus & Post on Above... 20... 30 508.15% SI 


Balance Forward 
{Printers Note} Figures in italies typed in red. [359] 


aed, 


fild Italence Date 


1934 


545.35 2 
30 3 
594.IC 7 
57.28 8 
30 9 
2,040.39 10 
30 13 

iy 18 
Asnf 11/9 

13 


Bought or 
Recelved 


600 


W 


200 
2050 


Canecllation of Your 
Purchase From Us an 


11/9/34 


l4 
50,53 15 


5000 


Bold or 
Delivered 


600 


jd 
200 


100 


100 


Plaintiff's hibit No. 29—( Continued) 
Name--YAKA FIRST NATIONAL BANK 
Addr-Yakima, Washington 


Taterest 
Items as of 
Check Fe yc teiet ne SOP CACSSGLE CER ERCP EEA 
Home Owners Loan Corporat 39% Bonds Due 5/1/52........ 
Cheek . es ; 
Ifome coeeneiet tend Cor rporl 30. Pine: ue 5/1/52. ite 
Me [ER copa Meee -c CEeee erie ce 
Pacifie Power & Light Comp 1% Preferred Stock Ins & 
i — ee ree 
Pacific Power and jail Comy 79% Vreferred Stock.......... Net 
iene Owners Loan Cor port, 9 Bonds Due 8/1/49... Net 
Home Owners oan (Creerat 29, % a Rona Iyue 1949.......... 


Bederal Farin Mortgage Carjtion 83% Due 5/15/49 
Payment Reevived .... 
Payment Reeeived 
Federal Farm Mortgage Corpjon 

3% Ine 5/15/49. . Des Taree eee 
Hederal Farm Mortgage Corption 39 Due 5/15/49...... 


Federal Farm Mortgaze Corqtion 3% Ponds Due 5/1! bee 
Sunshine Mining Common & Post... 
Sunshine Mining Company Qnoen.... 
Sunshine Mining Company Qnon.... 
Sunshine Mining Company Qnon.. . 
Sunshine Mining Company Qnon 
Sunshine Mining Company Qnon.. .. 
Sunshine Mining Company Qnon....... 
Ck Transfer Fee 5M Sunshindning $25. 
Federal Tax I} oes 
Ins & Post 2M Federal Marn}y 3/49... 


[P¥inter’s Note] Figures in italies typed in red. 


Price 


Reed 
98.0625 


98.0625 
98.0625 


Dvid 
Reed 
12%, 
LY, 
121% 
12% 
124%, 
12% 


Charges 


508.15 
584.60 
AS 


30 


586.98 


2,040.69 


1,990.91 


9.00 


27.00 
45 


Interest Rate 
Brokerage 


Credits 


585.05 


393.30 
188.98 


2,040.69 
45 


2,040.69 


6,022.33 
1,191.93 
1,191.93 
1,191.93 
1767.86 
1,191.93 


397 


Balance* Date 


phen? i 


lhe 3 


398.30" 38 
a7e2 oO. ae 
FOC 


2,040.39 9 


30° 10 
oor les 


eldnehe 1183 


Balance Forward 


[360] 


Plaintiff's Exhibit ). 29—« Continued) 


Name—YAKIMA FIR NATIONAL BANK Brokerage A 
Address=- Yaki, Washington Interest Rate........ Ge 
Bought or Sold or Interest 
Deto Iecelved Delivered Items as of Price Charges Credits Balance* Date 
1934 
5 Interest Prepayment 1300 Shares Sunsie Mining Company Wa 
CO od are a, 49.78 
Cheek ” Be corer rere fiiae ccescisess 15,506.39 gett 
19 Insurance and Postage on 4+ American Fphone & Telegraph 30 ao* 19 
aD 400) Sunshine Mining Company tapital S¢- ll, 4,667,86 
A000 Sunshine Mining Company Cnupital S€- bis 5,834.61 
300° 9 Snnshine Mining Company tapital S¢. 117, 3,500.88 
100) Sunshine Mining Comyeny Capital Sg. ley 1,166.93 
400) = Sunshine Mining Comp.ny Capital St. 7, 4,667.86 
100) Sunshine Mining Com; bs Capital Sf 11%. 1,166.93 21,005.30" 20 
2) 700 Federn! Farm Mortgave 36¢ Bonds Du49 Ins & Post...... Reed 45 
10 Transamerica Corporation Common.. ..f.. Reed 
Transfer Fee and Tax on 1000 uae Mining Roane 
ee beat star sss teiesceisey se soaseeeesse 5.40 
700 Federal Farm eT ri ( baefsention 3% Bonds Due 5/15/49 Net 97384 684.66 
100) Sunshine Mining Company Cupital St mee 12 1,179.43 
100) 9 Sunshine Mining Company tnpital Ste 124% 1,191.93 
100) Sunshine Mining Company Capital St 12 1,179.43 
400) Sunshine Mining Company Capital Std. . 12 4,717.86 
400 Sunshine Mining Company Capital Std. 12 4,717 86 
500 Suushine Mining Compuny Capital Std... 12 5,897.34 
500 Sunshine Mining Conan, Capital Std 12 5,897.34 
600 Sunshine Mining Company Capital Ste 11% 5,834.84 52,300.14 2) 
22 1000 Sunshine Mining Company Capital Reed 3.60 
Federal Tax on Vransfer 5M Sunshit 
Transfer Pee on 5M Sunshine Minin: 27.00 
Cheek . 21,005.30 
therk . bs il 684.21 
100) Sunshine Mining Company ¢ te ste eee 12 1,179.43 
200) Sunshine Mining Company Capital Steg... 12 2,358.91 
1 Trapsamerica Corporation Common Sok Aly 419.29 31,167.66" 22 
OF Ce — a Le og ey 22,347.38 
22 Dupont de Nemours & Company tae me NK3% 2,255.06 14,075.98° 23 
a4 BA De pont Company Common Stock — Ir& Post... . Reed 30 
S000 Sunshine Mining Com» nv ¢ ‘apital A Reed 9,00 1,066.61" 24 
26 2700 Federal By tw Morteage Corporation 3 Bonds Due 5/15 19 Net 9814, 2,662.20 16,728.81" 26 


Balance Forward 
s Note) Figures in italies typed in reed. [361] 


Old Halance Dele 
1934 
16,726.81 Nov 27 
us 


3 
7 
5 
1166.63 13 
on 26 
6,397 2A oar 
on. 
31 
1935 
00 Jan 4 
30 5 
32799 7 


Bought or 
Recelved 


2700 


100 


10 


Bold or 
Delivered 


300 
100 
100 
100 
100 


10 


Plaintiffs 


thibit No. 29—( Continued) 


Name—YAKIA FIRST NATIONAL BANK 
Adds ~ Vakima, Washington 


Items 


Interest 
asoft 


Federal Farm Mortgage Copration 3% Bonds Due 1949 


Ins & Post... ...... : 
Sunshine Mining Company 
Sunshine Mining Company 
Sunshine Mining 
Sunshine Minin 
Sunshine Mining 
Cheek -. 
11/28 34 

mon at .65 per Shire a 
Cherk ... 
Amerienn Telephone & Tele 
Sunshine Mining Company 
Ins & Post on Above 
Sunshine Mining Company 


Company 
Comjpuiny 
Conmpany 


Sunshine Mining Company 
Sunshine Mining Company 
Sunshine Mining Company 
Sunshine Mining Company 
Sunshine Mining Company 
Sunshine Mining Company 
Cheek 
Sunshine Mining Company 


Sunshine Mining Company 
Sunshiae Minmg Company 


Vheek 


12031 ‘M4 Dividend 4300 S45 
General Motors Common 


General Motors Common Sq. 
Ins on Prepayment 10 GenetMotors. . 


Check 


Tinter’s Note) Figures in italies typed in red. 


Dividend on 23 Du 


(ital Stock 


bifa} S 
vital S 
vital 
vital ¢ 
vital $ 


{ de Nemours Company Com- 
ibs Extra... 


h Company Cnpital Stock...... 
IU) UL Said Sgrerecere eee area ereree 


WUE OUN ier sieteremecter ae Aancecesaqyeenctrntreeee 


(btal Stock... 
(tal Sfock.. 
Gtal Stock... 
tal Stock. . 
(}tal Stock 

(tal Stock... 


tal Stock. 
(tal Stock. 0.0... 
(Hal Stock. . 


nae Mining Company Common 12/31 
Hit Post 


Price 


Reed 
1214 
1214 
124g 
124% 


Divd 
Reed 


11% 


13 

13 

1234 
125 
12%, 
1234 
1234 


1254 
1254 
1254 


Reed 
354, 


Charges 


60 


14,508.88 

18.40 

10,544.56 
30 


1,166.63 


6,397.28 


12,150.00 
10,032.11 
3.34 


) 


33 
327.66 


Brokerage 
Inferest Rate. 


Creiits 


3,575.88 
1,191.93 
1,191.93 
1,191.93 
1,191.93 


1,166.93 


5,117.85 
1,279.43 
1,254.43 
1,254.43 
6,272.28 
1,254.13 
125413 


2,508.90 
2,508.90 


5017.85 


860.00 


328.29 


Balance® 


22,687.98" 


10,544.56" 
a0* 


30° 
1,166.63" 
00* 


6,397 28° 


17,687 28° 


21,325.05" 


00" 
30° 
327 99° 


goe 


399 


Date 


27 


28 


7 


Balanee Forward 


[862 


Plaintiff’s Exhibit 5. 29-—) Continued) 


Name=- YAKIMA FILE NATIONAL BANK Brokerage ‘A 
Address Yak|, Washington Interest Rate........% 
Bought or Sold or Interest 
Dete Recelved Delivered lems as of Price Charges Credits Balance* Date 
1935 
Jan 10 To Reverse Charge November Short adend on 23 Dupont 
Common Stock Stork Transterrech Time for Dividend 18.40 
Check ; OE 6 crsioskesadsv=cxsicbuteateam ges 18.40 00* 10 
Keb 5 10000 | S. Treasury Base Note luc bi, ‘ti Reed 
10000 VoOS. Troasury 2060 Note Due 6 15/2 101.71875 10,202.82 10,202.82" 5 
7 2200 Ve an al Varm Mortgage Corporation UBonds Duc 1940... Reed 
2200 2 Federal Farm Morteas Corporation SBonds Due 5/15/49 100.4375 2,22 1.85 ENON 
Cheek . T0202" QA2585* 7 
8 (heek . eae 2.22485 one 8 
1X 100 ershine MG ii Comp viv ae ‘ouunan Reed 30 
100) Sunshine Mining Company Common..J. 12 1,204.43 
Cheek _. 1,202.93 
Interest on Prepayment... ae 20 00* 18 
27 1000 Pennsylvania Power & Light Company Re Bond Due 1981 
Ins & Post Reed 5 
1000) Pennsylvania Power & Light Conipany 1% Bond Due 4/1/81 Net 10214 1,040,48 1,010.03* 27 
& To Caneel Ins & Poston IM PennsylvarPower & Light Bond AS 
500) Sunshine Mining Company Capital |. 1214 6,147.33 
500 2 Sunshine Mining Company Capital. 1214 6,147.32 
Cheek oo. oo Ree Ee. ee 1,040.48 12,291.66 28 
Mar J A500 Sunshine Mining Company Capital Sk.. Reed 
Ins & Past on Above, 9.10 
7000 City af Yokohama 6 Due 196) RG ees: Reed 
400) Sunshine Mining Company Capital Stq.. a 1214 4,917.86 
300) Sunshine Mining Company Capital Std 000. cccccceseeee 125% 3,725.88 
200° Sunshine Mining Company Capital st 125% 2,183.90 
300) Sunshine Mining Company Capital Stq 00 ee 1254 3,725.88 
100) Nnnshine Mohing Company Cnpital Std ee 1254 1,241,93 
300 Stshine Ming Company Capital Std 00 1285 3,725.88 
200 Suushiee Mie ng Compan, Capital Std 2... 125% 2,483.90 
5 Supshive Mining Company Capital Std 127, 6,334.78 
500 Surshine Voning Compeny Capital ste 123% 6,272.33 
Att Sunshine Mining Comp. ny Capital St 1234, 6,272.33 
300° Sunshine Minty Compoay Capitel s* 1254, 3,725.79 
300 Swnehine Murtag Commeny Cnpital St 1254 3,725.88 


Balanee Forward 
Note) Figures in atalies typed in red 353] 


Plaintiff's Exhibit 


|, 29 Continued ) 


Name—YAKIMA FIq NATIONAL BANK 
Address—Yaki Washington 


Bought or Sold or 
Date Received Delivered Items 
1935 
Apr 16 Interest on Prepayment of 8 Americar]. & Tel. Capital... 
300 Sunshine Mining Company Capital....}....c.ecseeseceeeeee nee 
8 American Telephone & Telegraph Conin Stoek......2:---- 
17 (ON a encaeeens2te eeeoeenee es ce cream Lh cee re 
2500 Sunshine Mining Company Capital...) eee 
Certificate Charge on 2500 Above 
Transfer Tax on Same 2500 Shs............ 
18 
22 500 Sunshine Mining Company Capvital....|. ecco 
200 Snnshine Mining Company Capital ...4 0... eeccee eee eee 
23 2000 Alleghany Corporation 5% Bond Due {/44 Ins & Post...... 
1300 Sunshine Mining Company Capital 
500 Sunshine Mining Company Capital 
100 = Sunshine Mining Company Capital 
1500 = Sunshine Mining Company Capital... 
600 Sunshine Mining Company Capital... 
2000 Alleghany Corporation 5% Bonds Dud /44. 
24 Certifieate Charge on 5000 Shs Sunshinllining Company...... 
$1500 short 
1000 Missouri Pacifie Railroad 5% —F— Bd Due 3/1/77......-.---- 
5000 Sunshine Mining Company Capital... ..o..-.-esceececceeeecesceeee 
1000 Missouri Pacific Railroad 4% Generafortgage Bond Due 
By AFT) cox 
5000 New Orleans & Texas 5% Bonds 1935.. 
5000 = =New Orleans & Texas 5% Bonds 1935.. 
8000 Alleghany Corporation 5% 2/1 /44.....| cscssscseccccsesesceceseee 
1000 = Missouri Pacifie Railroad 4% Bond DW/1/75 
100 Sunshine Mining Company Capital...... = 
100 = Sunshine Mining Company Capital... 
1006 = Sunshine Mining Company Capital 
500 Sunshine Mining Company Capital 
500 Sunshine Mining Company Capital 
1099 = Missouri Pacifie Railroad —F— Bond te 3/1/77... 
eller, Ehrlichmann & White 
“Titer’s Note] ; Figures in italies typed in red. +Peneil notation. 


Interest 
as of 


coo th EP 


Flat 


Price 


Brokerage 


Interest Rate 


Charges Credits 
84 
4,588.31 
845.26 
44,741.78 
5.70 
12.50 
12 
4,588.31 
7,647.30 
3,058.84 
45 
21,182.80 
8,147.29 
1,654.42 
24,816.77 
9,851.62 
1,424.00 
25.00 
.20 
10,706.14 
13,50 
A5 
757.98 
VEL 73 
5,697.12 
62.09 
1,737.46 
1,732.46 
16,794.53 
8,647.28 
8,647.10. 
213.34 


102 


A 
— % 


Balance* Date 


49,330.09" 16 


4,569.99" 17 
18.32* 18 


10,687.82" 22 


77,764.27% 23 


112,060.07* 24 
Balance Forward 


[365] 


Bought or Sold or 
Balanca Data Recelved Detivered 
1935 
060.07 Apr 25 
100 
10000 
8000 
5000 
: 10000 
10000 
1000 
10000 
: 10000 
| 
10000 
10000 
5000 
; 10000 
1000 
5000 
400 
300 
700 
10000 
10000 
1000 
: 10000 
10000 


Plaintiff’s Exhibit 


Address—Yaky, Washington 


Items 


Certificate Charge on 5000 Sunshine Miig Company Common 
Transfer Tax on Same Stoek.............-... 
(COVEY) SS ance ce a la poe Led 
Jns & Post on Miscellancous Bonds 
Sunshine Mining Company Capital 
New Orleans Texas & Mexico Railway —A— Bonds Due 
10/1/35 1 & P 
Alleghany Corporation 5% Convertil Bonds Oue 2/1/44 


Sunshine Mining Company Capital hs 
Southern Railway 5% Londs Due 1/1... 
Associated Telephone Utilities 514/44... 
Buffalo Roehester & Pittsburgh RR. 4% Bond Due 5/1/57 
Baltimore & Ohio Railroad 5% Bondsue 3/1/2000............-. 
Erie Railway 5% Refunding & Imjpyement Bonds Due 
UAW Th ee ees er . daicinc at eee 
Denver & Rio Grande Railroad 4% ef Due 7/1/36 
Great Northern Railroad 414% Bondsue 7/1/76... 
Missouri Pacifie Railroad 5% Bonds Lb 3/1/77... 
Erie Railway 4% General Lien Bondsne 1/1/96... 
Sunshine Mining Company Capital... 
Missouri Pacifie R. R. 5% Bonds 3/1/7 
Sunshine Mining Company Capital 
Sunshine Mining Company Capital. 
Sunshine Mining Company Capital... 
Erie Railway General Lien 4% Bonds te 1/1/96..........--2-+-+- 
Southern Railway First Consolidated § Bonds Due 1/1/94 
Buffalo Rochester & Pittsburgh Ry. 4% Consolidated Mtg 
yO AS NT] asec rec cree eceere beet ere ee cee aie eee 
(reat Northern R. R. 415% Gne. —D-Bonds Due 7/1/76.... 
Denver & Rio Grande R. R. 4% 7/1/36 


~ Note] : Figures in italies typed in red. 
- 


, 29— (Continued) 
Name—YAKIMA FI? NATIONAL BANK 


Price 


56.875 
70 
25.50 


Brokerage 
Interest Rate 
Charges Credita 

25.00 
.20 
40,817.81 
8,40 
1,980.00 
A5 
1.20 
15.00 

19,294.44 

1,076.72 

7,817.80 

5,638.34 

13,243.69 

7,509.46 

8,979.71 

585.58 

7,113.50 

2,515.94 


403 


are % 


Bslance* Date 


Balanee Forward 


[366] 


Date 


1935 
Apr 25 


Balance 


26 


ot 


“aS 


Bought or 
Received 


10000 
1000 


4000 


10000 


100 
1000 


Fd 


Sold or 
Delivered 


10000 


8000 
2000 
300 
600 
10000 


9000 


1000 


6000 
1000 
4000 
500 
500 
500 


4000 


100 
1000 


Plaintiff’s Exhibit 


. 29-—( Continued) 


Name—YAKIMA FIR’ NATIONAL BANK 
Address—Yakil, Washington 


Items 


Erie Railway 5% Refunding & Im 
4/1/75 


ss’d Telephone Utilities 514% —C—onds Due 5/1/44...... 
Ass’d Telephone Utilitics 514% —C—onds Due 5/1/4+...... 


Sunshine Mining Company Capital. 
Sunshine Mining Compzny Capital 


Interest 
as of 


vement Bonds Due 
\ 


Baltimore & Chio R. R. 5% Refundin& General Mortgage 


3/1/2000 


Chieago & Northwestern Railway 414,¢30nds Due 5/1/2037 


Buffalo Rochester & Pittshureh Rail 
5/1/57 
Missouri Pacifie Railroad 5% First & 
AV pee ee 
Ins & Post on Miscellaneous Bonds.. 


2037 


4 
Missouri Pacifie R. R. 5% —F— oe SY AW AT 


Buffalo Rochester & Pittsburgh 414% 
Missouri Paeifie R. R. 5% —F— Bon 
Sunshine Mining Company Capital... 
Sunshine Mining Company Capital... i 
Sunshine Mining Company Capital... 
Missouri Pacifie Railroad 5% Bonds 
Missouri Pacific Railroad 5% Bonds h 


7 


Sunshine Mining Company Capital.....- 


Buffalo Rochester & Pittsburgh Ry. 4 
1&P 


vy 414% Bond Due 


onds Due 5/1/57...... 
Due 3/1/77.... 


Tie 3/1/77 Ins & Post 


CaS rere nears 
1&P 


% Bond Due 5/1/57 


Sunshine Mining Company Capital....j-- 


Buffalo Rochester & Pittsburgh Ry. 4 


inter’s Note] : Figures in italies typed in red. 


% Bond Due 5/1/57 


Price 


Brokerage 
Interest Rate. 


Charges Credits 


6,029.89 
1,356.80 
$39.20 
5,713.34 
11,726.64 


6,171.56 


1.00 
1,980.30 


1,925.74 


215.22 

1,292.07 

588.21 

861.38 
11,392.22 
10,892.23 
10,392.24 

45 

861.38 
45 i 


45, 
2,128.40 
560.83 


404 


A 
aoe % 


Balance® Date 


174,324.62% 25 


213,863.23" 


214,721.16 


217,112.49" 29 
Balance Forward 


[367] 


Old Balance Date 


1935 
217,412.49 Apr 29 
219,503.39 30 


As of 4/26/35 
133,583.32 May 1 


9,110.94 2 
5,581.39 3 
2,200.89 4 
As of 4/30/35 
8,217.14 6 
1,815.80 7 
2,819.97 8 
2,818.82 9 
1,159.00 10 
4,218.59 13 
20.30 14 
ee 


[Printer’s wy 


Bought or 
Received 


100 


50 


7000 


10000 


52 


10000 


18 


Sold or 
Delivered 


100 


10000 


10000 


7000 


10000 


52 


10000 


ote] : Figures in italies typed in red. 


Plaintiff’s Exhibit 
Name—YAKIMA FI 
aAAddress—Yak 


Sunshine Mining Company Capital 
(CINGOS” aseeepeeeeen eens ot | ae | 
Minneapolis St. Paul Sault Ste. Mar 

Due 7/1/38 
(Gh eC heme: re ecw 


We HAY ABI WAS TP iererecererereonped 
Sunshine Mining Company Capital 
(OMYHGK, aeeecoeev er poe ee 
Sunshine Mining Company Capital...... 
3/1/33 Coupon 1M Missouri Paeifie R 
COE scensetrrrrere oh ear aeee ee SOO | 
Buffalo Roehester & Pittshurgh R. R. 41 

Inse Ga Postt ne ee 
Buffalo Rochester & Pittshurgh R. R. 41 
Payment Reecived 
Check 
Check 


Florida East Coast Ry. First & Refn 
OVA, ONS ne | 
Florida East Coast Railway 5% First & 
AAT: SU te) Pee etree ere ae | 


Hquity Fund Incorporated Common 
(Gl ical aire tree. 
CONEY ey Se cee ee 


Richfield Oil Company of California 6 
CHYSGC gees see ee eS 
5/1/35 Coupon on 1M Buffalo Roehester 
(CONGENS Sie Seeree tore Mines Perera eT 
Chrysler Corporation Common I & P. 


Date 
1935 
May 14 


pid Balance 


15 


16 


Bought or 
Received 


5000 
10000 
10000 
10000 


10000 
10000 


Sold or 
Delivered 


Plaintiffé’s Exhibit 
Name—YAKIMA FI 


sAddress—Yakl, 


Ttems 


Pure Oil Company Preterred Stock... 


Pure Oil Company Common Stock... 


Goodyear Tire & Rubber Company Fighrerered Stock Piaie 
Seahoard Airline Railway 4% Bonds b 10/1/59.......-...------ 


Chrysler Motors Common Stock. 
Seaboard Airline 4% 


Refunding Bondsue 10/1/59. 


Check 
Certifieate of Deposit for Alleghany C 
istered 


Pure Oi] Company Common Stock 
Pacifie Gas & Electric Company 414% 
Canadian National Railways Company 
Rhine Westphalia Eleetrie Company 
Certificate of Deposit for St. Louis Sa 

Due 1950 
Chesapeake Corporation 5% Due 1947. 
Remington Rand Company 514% Due 
Canadian National Railways Company 
Certificate of Deposit for St. Louis § 


oration 5/50—Ree: 


nd Due 1960............ 
Bonds Due 1969.... 
Bond Due 1955... 
raneisco +% Bonds 


i me 
Bonds Due 7/1/69 
Francisco Ry. Co. 


EN Uff SOM ee cccsteancee ccesess coe sea ee rac ao tae eeeenr orcas osu secnecwernsee> 


Chesapeake Corporation 5% Converti 
5715 et 


Rhine Westphalia Eleetrie Power 6% 
Pure Oi] Company 8% Preferred Stoc 
Ins & Post on 100 Sunshine Minine...... 
heck 


itter’s Note] : Figures in ilalies typed in red. 


Trust Bonds Due 


», 29 (Continued) 
NATIONAL BANK 
Washington 


Interest 
ag of 


Net 


103.75 
106 


102.875 


387, 
68 


Brokerage 


Interest Rate 


Charges Credits 


804.21 
396.00 
396.00 


1,621.00 
859.91 


11,643.06 
567.60 


10,377.94 
5,403.63 
10,812.53 
3,721.00 
334,54 
30 
43,524.42 


50 


406 


A 
a % 
Balance* Date 
1,220.21* 14 


2,805.12* 15 


45,165.42" 16 
OL OOe ee ell 


Balance Forward 


[369] 


407 
Plaintiff’s Exhibit ». 29—( Continued) 


Name—YAKIMA FIR NATIONAL BANK Brokerage B 
Address—Yaki/ Washington Interest Rate........% 
Bought or Sold or Intereat 
{Balance Date Received Delivered Iteny. as of Price Charges Credits Balance* Date 
1935 
May 20 300 Rhine Westphalia Electrie Power Coujs Due 4/1/34.......... Reed 
300 Rhine Westphalia Electrie Power Conjs Due 10/1/33........ Reed 
10000 \tehison Topeka & Santa Fe Railway -% Con, Debentures 
TUAW ASS) ola aeirectees anes ed aie yn Se cans cccsee Reed 
10000 Certificate of Deposits for 5% Allegha Corporation Bonds 
VON ALGO) | tacts es coe ee ee Reed 
10000 New York Central & Hudson River Road 414% Refund- 
ing & Improvement Bonds Due 1/2018... Reed 
1000 = Certifieate of Deposit for St. Louis SeFraneisco Railroad 
Company 4% Bonds Due 7/1/50..1...-----ss---sccceeccereeceeees Net 9 89.60 
10000 = Atchison Topeka & Santa Fe Railway @pany 414% Bonds 
DD eRh2 VAY a 8) cree eee |) ey Net 105.75 10,784.75 
10000 = New York Central & Hudson River 4 —A— Bonds Due 
cs Net 57.25 5,784.75 18,299.30" 20 
Pie 006CCCCChet a... 20.00 
2000 = Certificate of Deposit St. Lonis 
—A— Bonds Due 7/1/50.............. Net av 179.20 18,458.50* 21 
22 Cheek 16,659.10 
1000 = Certificate of Deposit St. Louis & Sar 
Due i/lyo0 ee Net 4) 89.60 
Cancel Ins. & Post. on 18 Chrysler... 30 1,889.30 22 
23 Checker ne eae eee ee cen 268.80 
5000 =‘ Interboro Rapid Transit First and Retfing 5% Bonds Du 
LAG 6 Seen toe eee | ern Lc >. Net 891% 4,574.39 6,194.89* 23 
24 5000 Interboro Rapid Transit Company 59First & Refunding 
1/1/66 .... Reed 
(eck sense oN) aera A: 4,574.39 1,620.50% 24 
28 Check Covering 10M Alleghany Corp. 5/50 1,621.00 50% 28 
29 100 = Sunshine Mining Company Capital....... Divd 
31 To Cancel Collection Charge of 5/20/31... 50 oae 31 
June 3 12 Divd 
3200 10154 3,272.19 3,272.19* 3 
4 1000 : Reed m 
1000 = City of Vienna 6% Due 11/1/52......... | ie ten tt a Net 857 858.75 2,413.89 4 


: Balanee Forward 
nter’s Note} : Figures in italics typed in red. [370] 


Plaintiff's Exhibit ). 29—/Continued) 


inter’s Note] : Figures in italies typed in red. 


Name—YAKIMA FU NATIONAL BANK Dealer Brokenaee a 
sAddress—Yak|, Washington Interest Rate........ % 
Bought or Sold or Interest 
jalance Date Received Delivered Items as of Price Chsrges Credits Balance* Date 
1935 
413.89 June 7 3200 =U. S. Treasury 272% Bonds Due 3/15/60..........ceecceecesceseee Divd 
Coupons Off 1M City of Vienna 6% Ti Due 1952—Prices 
Below: Nov. '32—127 May ’3311 Nov. '883—108 
May “34—96 Noy ‘34-96 Maj5—96.... 185.20 
Payment Received 3,272.19 1,043,50° 7 
8 Check 1,043.50 ooe 8 
12 525 Reichsmark Partial Payment on 10/1/33 Coupons Im 10M Rhine West- 
phalia Elcetric Power Bonds Dnel/55—6% I & P Reed .30 ro) cum 
14 10 Crane Company Comnion Stoek...... ! 14 134.57 134,27 
15 10 Crane Company Common Stock 1 &L.. Reed 30 dga07 elo 
2 400 Reichsmark Payment of the 4/1/34 Coupons From }I Rhine Necphales 
Electric Power Corporation Bond-D—.. Reed 
(hi ec opment 0 cere nn eres ety 134.27 30" 20 
22 5 Washington Water Power Company referred Stock Net 90 449.75 419/45" 922 
a4 5 Washington Waiter Power Company $@eferred Stock.......... Reed 
525  Reiehsmarks 1934 ae | cay odopn sia atee 065% 33.78 
Cheek 449.45 33.78" 24 
25 Cheek eek 33.78 00¢ 25 
June 26 10000 U.S. Treasury 214% Bonds Due 6/15/ Reed 
10000 =U. S. Treasury 214% Bonds Due 6/15/ 103 15/32 HOE  tOskesee 25 
27 Check 10,353.85 2a 
29 6/29/35 Dividend on 1550 Sunshine Mig Common Stock... 6/29 465.00 iD Caos 
July 1 fDi aes ete eer ie Parr ener on a rc hie 465.00 ao* 1 
2 +00 = Reichmarks for 4/1/34 Conpons Pe Rhine Westphalia 
Electrie Power Corporation Bonds Net Flat........-------- 065; 25.50 25.50" 2 
3 TCG le ere ercrerren ce ners ce Re 5 enero nee 25.50 00* = 3 
8 10 = Borg-Warner Corporation Common, Sté........ssesseecseesceeeseeee 4115 409.24 
10000 «U.S. Treasury 214% Due 6/15/39... 103.56250 10,370.18 10,779.12"  & 
(hice le ean dradni 218 Sube aMaeeiet ts 2 8 ie ee ne ee aR 10,370.18 109.21" 9 
ae 40 35 1,387.87  -1,797.41% 12 
1  emencGliecker cA ee ee ee 409.24 1,387.87" 15 
17 10° Chrysler Corporation Common Stovk .... 5314, 620.23 529.23 1,917.10 17 
20 Cheek 1,387.87 §29.23* 20 


Balance Forward 
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409 
Plaintiff's Exhibit No. 29—(Continued) 


Name—NATIONAL BANK OF COMMERCE OF SEATTLE Dealer Eoovhempereie B 
YAKIMA BRANCH Interest Rate........ % 
Address—Yakima, Washington 
Bought or Sold or Interest 
Balance Date Recelved Delivered Ttems as of Price Charges Credita Balance® Date 


1935 
99.33 July 22 200 823.28 ity ey? pee 
23 529.23 823.28" 23 
25 20 1634 341.70 481.58" 25 
44000 PortotHeattte Fob 44754... $93-649445— 4456 9t 
26 Payment Received ..........:::cc-cese 341.70 823.28% 26 
2g) Cheek 823.28 00* 29 
31 500 U.S. Brazil 8% Due 6,1 ‘41 < Net 24 120.00 120.00* 31 
Aug 1 Check 120.00 o0* 1 
21 1175 = =Wome Owners Loan Corpn. 284% Bonds Due 8/1/49..........--.--- Net 99.75 1,173.94 ESL BAI 
De; SUIT Ge eee resco ge ee oe ee eee 1,173.94 00* 22 
27 3400 = Federal Farm Mortgage Corporation 3% 1/15/47... 100.125 3,416.43 3,416.43* 27 
28 CEE Kearny tee mene we era 2 3,416.43 00* 28 
Sept 5 5000 = Richfield Oil of Calif. Bonds 6% Due 1944... 3114 1,545.01 TAO? 13) 
9 Proceeds 90 German Reichmarks......... 6.08 HE5o09* ae) 
1] (Clie aegis 2 2 ener: 220 toa eee 1,545.01 
(Cliec ante. seen ae en eee 6.08 00* 11 
16 500 = Sunshine Mining Co, Common Stoek 2114 10,640.37 10,640.37" 16 
17 25 Same 1014 518.85 lO ct tooeamliy) 
19 fF sia) 10,610.67" 19 
23 Giieckayee eee 10,640.67 : 00* 23 
27 1000 U.S. Treasury 3% Due 6/15/48—46. 10134 BO eared 1,022.23" 27 
28 Check 1,022.33 00* 28 
30 9/30/35 Dividend on 1500 Sunshine Mining Co. Capita) at 
40¢ per Share 600.00 600.00" 30 
Oct 3 1 = American Telephone & Telegraph Co. Common... E 13536 129.98 729.98" 3 
8 Check 129,58 
Check 600.00 00" 68 
) 6 Curtiss Wright Carpn. Common Stock... 276 14.52 
5 Marshall Fields & Co. Common Stock. do 4164 
3 United Aireraft Corpn. Common Stock...... 1854 50.74 
% ‘IInited Airlines Corpn. Vte for Common Stock. 83% 4.12 
1 EUNTINGE so, enced oe eee ie eenere eae meen 914 6.67 
10 Shell Union Corpn. Common Stock. 9 84.29 
a Radio Corpn. of America Common Stock.. 7 6.55 
3 Nash Motors Co. Common Stock 151% 42.66 
34 Boeing Airplane Co, Common Stock. = 137% 784 
3 Internatl. Paper Co. 76% Cumulative Pfd. Stock—New.......... 155% 41.16 306.19" 9 
Balance of A/e in name of National Bank of Commeree Yakima Branch Balance Forward 
[Printer's Note] : Fignves in italies typed in red. [372] 


Old Balancs Date 
1933 
00 July 14 
1936 
Jan 6 
As of 12/27/35 
6 
As of 12/30/35 
6 
As of 1/2/36 
1,000.00 7 
00 21 
As of 1/15 
00 27 
790.68 Feb 3 
00 6 
2,165.45 11 
00 14 
2,152.95 18 
12,518.15 20 
00 25 
5,984.15 26 
13,896.64 27 
7,912.49 28 
00 Mar 24 
1954.12 Mar 25 
3853.24 Mar 27 
00 31 


Bought or 
Recelved 


Sold or 
Delivered 


2000 


50 


100 
200 


100 


100 


100 
100 
100 
100 
100 
100 


100 
100 
100 
100 
200 
100 


100 
100 


Plaintiff’s Exhibi), 29-—(Coutinued) 


Name—YAKIMA 
Address 


NATIONAL BANK 


Items 


British Funding Lim Kingdom 4 60)........... 
Int Chg Adv of Funds 2M British Fr. 


Sunshine Mining Capital Stock 


50¢ Per Share on 2000 Sunshine MiPayable 12/30/35... 


Cheek 
Check . 
Cheek _. 
Sunshine Mining Capital Stoek 
Commonwealth & Southern Common 
Cheek 


Cheek 
Sunshine Mining Capital Stoek.. 
(CiaCcle > occ oc ae ee 
Sunshine Mining Capital Stock.. 
Same ... 
Same ... 
Same .... 
Same 


Same . 
Same . 


| Printer’s Note] : Figures in italies typed in red. 


Interest 


asoft Price 


102 


231, 


Charges 


51.38 
10,225.37 


1,147.62 
1,060.00 
2,152.95 


790.68 
2,165.45 


2,152.95 


12,518.15 


5,984.15 
7,912.49 


3,858.24 


Dealer 
Interest Rate 


Credits 


10,276.75 


1,147.62 


1,000.00 


2,152.95 
790.68 


2165.45 
2,152.95 


2,078.10 
2,077.95 
2,090.60 
2,090.45 
2,090.60 
2,090.45 


1,990.60 
2,008.10 
1,990.45 
1,978.11 
3,956.27 
1,978.11 


1,954.12 
1,904.12 


200.00 


Balsnce® Date 


oo* 14 


1,000.00" 6 
‘0S 


00* = 21 
790.68" 27 
00* 863 
2,165.45" 6 
00* 

elon ooo 


18 
20 


12,578.15" 
00* 


§,98-4£,15* 


13,896.64% 26 
Cole 19° a7 
00* 
1,954.12(R 
3,858.24(R 
oo* 
200.00" 
Balanee Forward 
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Plaintiff's Exhibit 


29—( Continued) 


Name—YAKIMA FIRNATIONAL BANK 


ae Address 
Delivered Ttems 
CUS. asccece oy errr 
200 Sunshine Mining Capital Stoel... 
Checks” Me 


Interest 
as of 


411 


Dealer B 
Interest Rate........% 
Price Charges Credits Balance* Date 
200.00 
19 3,808.28 3,808.28 3 
3,808.28 00* 7 
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DEFENDANT’S EXHIBIT A 


Drumheller, Ehrlichman & White 
No. 6545 
Yakima Washington Apl 25 1935 
Received YK Ist Natl 
5M Sunshine Mng +424 


Drumheller, Ehrlichman & White 
By SPENCER 


Drumheller, Ehrlichman & White 
No. 6519 . 
Yakima Washington Apl 16 1935 
Received Yk 1st Natl BK 
1000 Sunshine Mng WN 226 
800 bs ‘< WN >259 
700 id ‘¢ WN $9334 


2500 total 


Yakima Holding 
Corp. 

Drumheller, Ehrlichman & White 
By SPENCER 


Drumheller, Ehrlichman & White 
No. 6530 
Yakima Washington Apl 23 1935 
Received YK Ist Natl 
5M Sunshine Mng WN 69 


Drumheller, Ehrlichman & White 
By SPENCER 
[386] 
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DEFENDANT’S EXHIBIT B 


Save Your Receipts 
No. 5682 
Yakima, Washington, 4-16 1935 
Received of Yakima Holding Corp. 
Stock Certif Sunshine Mining Cmp Dollars$.. 2... 
WN 334 700 shares 


WN 259 800 shares 
WN 226 1000 shares 


YAKIMA FIRST NATIONAL BANK 


By FVG. 
Check 
Draft 
Money Order For delivery to 
Cash Drumheller Ehrlichman & White 
0 a 


Save Your Receipts 
No. 5702 
Yakima, Washington, 4/ 1935 
Received of Yakima Holding Corp. 
Certificate of Stock Dollars $5000.00 
+WN 697 5000 shares 
for sale thru Drumheller 
Ehrlichman & W 
YAKIMA FIRST NATIONAL BANK 
By F V GLAETZNER 
Check 
Draft 
Money Order 
Cash 


[387] 
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1935 
fan 17 


eb 1 


pr 2 


fay 1 


U.S. Gov't Tax on Cks _-r Dee 


Yak. Daily Republic Pub. Report of Condition............ 


Met. Life Ins Co. 
G. T. Co. 


Republie Pub. Co. 


Prem for Feb 1934 
Int on R. E. Cont to 1-1-35... 


Printing Financial Statements...... 


Western Union Telegram to S. F. 1-7-85...0...0.2e- 


lluii-Miller Co. Liability on Old GTCoBldg.................. 


Met. Life Ins. Co. 


Treas Yak. County 


Y.F.N. B. Int on Note 


(Path, Nop) Gis eh eee 


1934 Taxes L12B30—1079.70 
Less 3% Rebate 


32.39 


F. B. Wilkins, P. M. Revenue Stamps..........-.-.-..--0-- 


Met. Life Ins. Co. 


Guaranty Trust Co. 


First See. & Loan Co. Payt Reserve a/e in Full. 


First See. & Loan Co. 
Stock as follows: 


Merenerore Apr, L980. sccssccn--ccsesansoso-s 


(0) On SOEs Sf): cr 


Purehase Yak. Wolding Corp. 


DEFENDANT'S EXHIBIT D 


Check No. 


-~l 


Cash 
Disbursements 


12 
5.04 


118.56 
975.00 


9.70 


1.54 


31.05 


118.56 


1047.31 


750.00 


25.00 


118.56 


2500.00 


78000.00 


16785.00 


CR 


Y.F.N. Bank 


5.16 
5.16 


1093.56 
1093.56 
9.70 
9.70 
1.54 
1.54 
31.05 
31.05 
118.56 
118.56 


1047.31 
1047.31 
750.00 
750.00 
25,00 
25.00 
118.56 
118.56 
2500.00 
2500.00 


DR DR 


General Expense 


12 
5.04 
5.16 


975.00 
975.00 
9.70 
9.70 
1.54 
1.54 
31.05 
31.05 


1047.31 
1047.31 
750.00 
750.00 
25,00 
25.00 


2500,00R.E. 
2500.00 


DR 
Employees 
Insuranse 


118.56 


118.56 


118.56 
118.56 


118.56 
118.56 


DR 
Y. H. Corp 


443 


DR 
Reserve for 


Stock (Invest) Stock Adjust 


16785.00 


78000.00 


[389] 


. #314 First Sec & Loan Co...... 900 Sh. 


327 E. J. Lemke een 
40 « 


8341 Wash. Nursery Gola Wee 
370 Katherine E. Van Slyke 13 


(1119 Sh @ $15.00==16785.00) 


1119 Sh. 


94785.00 
94785.00 


16785.00 


78000.00 


[390] 
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[Title of District Court and Cause.] 


DETAILED OPINION OF THE COURT 
ON THE FACTS 


Cheney & Hutcheson, 
Miller Building, Yakima, Wash. 
Attorneys for Plaintiff 


Lyle Keith, 
United States Attorney, Spokane, Wash. 
Harvey Ericksen, 
Assistant United States Attorney, 
Spokane, Wash. 


Thomas R. Winter, 
Special Assistant to the Chief Counsel, Bureau 
of Internal Revenue, Seattle, Wash. 
Attorneys for Defendant 


Schwellenbach, District Judge. 


In this action plaintiff is suing as liquidating 
trustee of Yakima Holding Corporation (hereafter 
called the Holding Company) to recover $26,933.86 
which defendants’ Commissioner of Internal Reve- 
nue collected for defendant on a deficiency assess- 
ment on the Holding Company’s 1935 income tax 
which deficiency assessment included 50% _ fraud 
penalty and interest to the date of payment. Plain- 
tiff also seeks to recover the interest on the amount 
that it paid from the date of payment to the date of 
judgment. Plaintiff contends that the income upon 
which the assessment was levied was the income of 
the Yakima-First National Bank (hereafter called 
the Bank) and asserts that the Bank made a proper 
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return on such income but concedes that no tax was 
paid thereon for the reason that even with the in- 
clusion of this income the Bank’s operations during 
1935 showed a net loss. During 1934 and 1935, the 
Holding Company was the owner of all of the capi- 
tal stock, except directors qualifying shares of the 
plaintiff, [891] of the Bank and of the First Na- 
tional Bank of Wapato. The officers of all four 
corporations were practically identical. The ma- 
jority of the directors were identical, as were also 
the executive committees of the corporations. The 
same attorney handled the legal business of all of 
them. R. M. Hardy was president of all corpora- 
tions, George H. Bradshaw was secretary, Alex 
Miller was vice-president, L. R. Rightmire was 
treasurer, E. P. Hoffman was auditor. Until his 
death late in 1934, A. EK. Larson was a director of 
each of the corporations. Prior to the trial of this 
action, Mr. Miller, Mr. Hoffman and Mr. Bradshaw 
died. In addition to that, Mr. Hardy was president 
of, and Messrs. Larson and Miller were substantially 
interested in, the Sunshine Mining Company (here- 
after called Sunshine). The Bank had not recov- 
ered from the losses sustained during the depression 
of the preceding years and from 1930 on had prob- 
lems similar to many other banks which resulted in 
insistence by the National Banking Department that 
it strengthen its financial position. The details con- 
cerning the Bank’s position are not of importance 
here. It is sufficient to say that it is conceded that 
had the Bank’s financial statement shown its assets 
at their true value, there would have resulted an 
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impairment of capital. During the time immediate- 
ly preceding the transactions involved here, there 
occurred a phenomenal activity in the stock of Sun- 
shine which pointed to the situation which later 
developed of a very rapid appreciation of the mar- 
ket value of Sunshine stock. In August, 1934, the 
Holding Company which was indebted to the Bank 
in the sum of $60,000 and which, at that time, re- 
ceived $75,000 in cash from Mr. Hardy, purchased 
7,500 shares of stock of Sunshine. Of this, 2,500 
shares were purchased on the open market and the 
certificate therefor taken in the name of the Holding 
Company’s secretary George Bradshaw as a street 
name. Five Thousand shares were purchased from 
the Grande Stolle Company and taken in the name 
of the Bank. These items were shown on the Hold- 
ing Company’s books in a ledger account entitled 
‘Sunshine Mining Co. Stock.’’ These items 
amounted to $59,575. [392] On the same dates, en- 
tries were made in the Holding Company’s cash 
disbursements journal by which the Holding Com- 
pany’s Bank account was credited with $59,575 and 
a new debit account was opened on the journal 
entitled ‘‘Sunshine Mining Co. Stock,’’ in which 
the debit item of $59,575 was entered. Dividends 
upon this stock between August 17, 1934, and April, 
1935, consisted of a 20% dividend received on Apri 
4, 1935, and those dividends in the amount of $1,500 
were paid to and retained by the Holding Company. 
The entries in the Holding Company’s ledger set- 
ting forth the purchase of the 7,500 shares of stock 
have as specifically designated items on the ledger 
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page the initials YFNB for the description of the 
number of shares and the price paid for each share. 
An examination of other sheets of the Holding 
Company’s ledger concerning assets owned by the 
Holding Company show that almost without excep- 
tion similar designations were placed in front of 
descriptions of property, the title to which was con- 
cededly in the Holding Company. On the same page 
of the ledger, under date of January 6, 1935, there 
appears an item ‘‘T'o write up value of 25¢ per share 
as of 12/31/34 $1,875.’’ This same entry shows 
that this $1,875 item was entered in the cash receipts 
journal of the Holding Company on p. 38 on the 
same date. Just how this was done or why it was 
done is not the subject of proof or explanation in 
the testimony. 

On December 11, 1934, the Holding Company 
wrote to Alex Miller offering to exchange 4,000 
shares of the Holding Company’s stock for 5,000 
shares of Sunshine stock. This was on the basis of 
the value of $15 per share for the Holding Company 
stock and $12 per share for the Sunshine stock. By — 
letter of December 11, 1934, Miller accepted this 
offer and on the same date he deposited with the 
plaintiff as a trust company his certificate for 5,000 
shares of the Sunshine stock authorizing the plain- 
tiff to deliver it to the Holding Company in ex- 
change for 4,000 shares of the Holding Company’s 
stock making this proviso: ‘‘I wish, however, to 
make it a condition that this exchange will not be 
completed uniess a sum sufficient to make the new 
total to be provided for the Yakima Holding Com- 
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pany equals the sum of at least $200,000 and to be 
completed by March 1, 1935.’’ The oral testimony 
is [393] that the above proviso was waived by Mr. 
Miller and that he consented that the plaintiff might 
make the deal without the compliance with the pro- 
visions of the December eleventh letter. 

There was also introduced in evidence a letter 
dated December 12, 1934, from the Holding Com- 
pany by Geo. H. Bradshaw, Secretary, to the Bank 
which reads as follows: 

“In order to confirm an understanding we 
have had with the bank regarding the purchase 
of 7500 shares of Sunshine Mining Company 
stock, I thought it advisable to write this let- 
ter. It was understood that this stock was to 
be purchased by the Yakima Holding Corpora- 
tion and held by it for the account of the bank. 
The Yakima Holding Corporation was to be 
reimbursed for the amount actually paid for 
the stock, plus a small appreciation to be de- 
termined at the end of the year if this should 
be deemed necessary. We, therefore, treated 
this stock as being held for the bank, and if 
any loss results it is to be the loss of the bank 
and, of course, if any profit results it will like- 
wise accure to the bank. 

“‘T am taking this opportunity also of setting 
out the understanding reached in connection 
with the proposal submitted by us to Mr. Alex- 
ander Miller to exchange 4000 shares of stock 
of the Yakima Holding Corporation for 5000 
shares of stock of the Sunshine Mining Com- 


450 Guaranty Trust Company vs. 


pany. We are doing this on the express under- 
standing that stock of the Sunshine Mining 
Company will be taken over by the bank at the 
stipulated price of $12.00 per share. This un- 
derstanding is to apply to any further similar 
transactions. 

‘“‘T would ask you to signify that this is also 
in accordance with your understanding of these 
transactions by signing the acknowledgment on 
the bottom of this letter.’’ 


On the same sheet as the letter there was attached 
the following: 

‘The above represents the understanding that 
has been reached between the bank and the 
Yakima Holding Corporation with respect to 
the matters set out above and the same is hereby 
approved. 

YAKIMA FIRST NATIONAL 
BANK 
By H. F. Crawford 
Cashier”’ 


The testimony was that Mr. Crawford was selected 
to sign the acceptance by the Bank for the reason 
that he was the one officer of the Bank who held no 
office in the Holding Company. The testimony of 
Mr. Hardy, [894] Mr. Rightmire and Mr. Crawford 
is that the foregoing letter and acceptance were 
written and signed on December 12, 1934, for the 
purpose of reducing to writing the understanding 
between the Holding Company and the Bank as to 
the two transactions. Each of the witnesses is a 
reputable citizen of Yakima. There was nothing 
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in the demeanor of any of these witnesses on the 
stand nor was anything elicited by the cross exam- 
ination to deprecate the value of the testimony. 

On January 7, 1935, a special meeting of the di- 
rectors of the Holding Company was held. The 
minutes therefor indicate a general discussion but 
do not mention the transaction of December 12, 1934. 
On February 5, 1935, the annual meeting of the 
stockholders of the Holding Company was held. 
Thirty-eight stockholders were present in person 
holding 16,107 shares. The holders of 31,287 shares 
were present by proxy. The following financial 
statement was read to the stockholders: 


“STATEMENT 
January 7th, 1935 
Assets 
(COSTA GIS] Be) 0 kee pee $ 10,144.23 
Biotes Receivable ..............--.-22.0002-- 2,145.00 


Stock Investments: 


1519 Shares Guaranty 
ith oO. $303,300.00 

483714 Shares Yakima 
First Natl. Bank 912,000.00 

230 Shares First Natl. 
Bank, Wapato ..... 52,267.50 


1,267,567.50 
Other Stock Investments .............. 61,451.50 
ee mS abe 2-022. -2.-2--..---:c eee 69,000.00 $1,410,308.23 
Liabilities 
Moves Payable ..............----.--2see 50,000.00 


Capital Aceount (Represented by 
64,072,8125 shares of No Par 
Value Stock issued) ............-..... 1,281,456.25 
Widivided Profits: ..............:ccces:- 851.98 
OSCE aes oe Sa ee 78,000.00 $1,410,308.23”’ 
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There was also read to the stockholders the certi- 
ficate to the Auditor which reads as follows: 
“This is to certify that the assets and habil- 
ities as reflected by the above statement have 
been examined, and that the amounts reported 
therein agree with the respective amounts as 
shown by the books and records of the corpora- 
tion. 


‘‘The certificates of stock representing shares 
owned, as well as evidence of other assets, as 1n- 
dicated by the statement are on hand.”’ [395] 


The minutes show that thereafter the following en- 
sued: 

‘‘After reading the report, the Chairman re- 
viewed conditions that had prevailed during 
the past year and commented on conditions as 
they appeared at this date, expressing the opin- 
ion that the institutions comprising the Hold- 
ing Corporation were in good condition and had 
made good progress during the past year, but 
that the directors of the various institutions 
had considered it unwise to declare dividends, 
preferring to strengthen the financial position 
of the institutions against any possible further 
adverse conditions. He then invited the stock- 
holders present to express their views on condi- 
tions and to ask any questions they saw fit re- 
garding the Holding Corporation or its member 
institutions and in accordance with this invita- 
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tion the following stockholders participated in 
the general discussion: Mr. Van Amburg, W. 
A. Bell, E. E. Samson and Geo. EH. Bradshaw, 
with some of the other stockholders asking ques- 
tions regarding particular matters. It was 
then moved by Mr. Bell, seconded by Walter 
Tuesley that the financial statement and audi- 
tor’s report be accepted and approved and be 
incorporated in the minutes of this meeting.”’ 


The testimony is that on April 12, 1935, the execu- 
tive committee of the Holding Company held a meet- 
ing at which Messrs. Bradshaw, Hardy, Rightmire 
and Clift were present. The pertinent minutes of 
that meeting are as follows: 

‘‘Mr. Hardy stated there were several mat- 
ters that required action by the executive com- 
mittee and stated that the first matter was a 
proposal to Mr. Alex Miller to exchange 4000 
shares of stock of the Yakima Holding Corpor- 
ation for 5000 shares of Sunshine Mining Com- 
pany stock on the basis of placing a value of 
$15.00 per share on the stock of the Holding 
Corporation and $12.00 per share on the stock 
of the Sunshine Mining Company. This pro- 
posal was made to Mr. Miller under date of 
December 11. 1934 and accepted by him. It was 
then moved by Mr. Chft, seconded by Mr. 
Rightmire, that we approve and ratify the pro- 
posal for the exchange of stock as outlined and 
authorize its completion. Carried. 


454 Guaranty Trust Company vs. 


“The secretary then stated that at the time 
this transaction with Mr. Miller was discussed 
by the officers an understanding was reached 
that if the transaction were completed that the 
Yakima First National Bank would take over 
from the Yakima Holding Corporation the 5000 
shares of Sunshine at $15.00 per share; also the 
7500 shares of Sunshine stock already owned by 
the Yakima Holding Corporation at the cost 
price of same, all in accordance with a letter 
setting out this understanding dated December 
12, 1934 from the secretary to the bank and ap- 
proved by the bank. 

‘‘T¢ was then moved by Mr. Rightmire, sec- 
onded by Mr. Clift, that the arrangement be- 
tween the Holding Corporation and the bank 
as outlined by the secretary be approved and 
ratified, which motion being put was unani- 
mously approved.” [396] : 


On April 16, 1935, the Bank gave to the Holding 
Company a receipt for certificates evidencing 2,500 . 
shares of stock of Sunshine which read “For de- 
livery to Drumheller, Ehrlichman and White.”’? On 
April ...., 1935, the bank exceeuted to the Holding 
Company a reecipt for 5,000 shares of Sunshine 
stock which read ‘‘For sale through Drumheller, 
Ebrlichman and White.’’ Drumheller, Erhlichman 
and White was a Seattle stock brokerage concern 
with a branch office in Yakima. On Apri 16, 1935, 
the brokerage concern issued its receipt to the Bank 
for the same 2,500 shares on which receipt there 
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was a notation entitled ‘‘Yakima Holding Corpora- 
tion.’? On April 23, 1935, the brokers issued to the 
Bank a receipt for 5,000 shares of Sunshine which 
was for the same shares for which the Bank haa 
receipted to the Holding Company above described. 
Then, on April 25, 1935, the Drumheller firm gave 
the Bank a receipt for 5,000 Sunshine shares. ‘The 
testimony shows that the Bank had and regularly 
maintained an account with this brokerage concern 
through which it sold stock for various of its cus- 
tomers. It is disclosed in the record that some 
16,000 other shares of Sunshine stock were deliv- 
ered by the Bank to this brokerage concern. In ad- 
dition to that, the Drumheller firm bought and sold 
for and on behalf of the Bank’s customers through 
this account with the Bank many other thousands 
of shares of stock of different corporations. [t is 
the testimony of the plaintiff that of all of these 
shares of Sunshine and other corporations, these 
were the only items in the account m which the 
Bank was acting on its own behalf. It was also 
testified that the records of the brokerage house 
earried all purchases and sales in the name of the 
Bank and not in the name of the Bank’s customers. 
Of the 12,500 shares of Sunshine stock delivered to 
Drumheller, EKhrlichman and White as above de- 
seribed, 11,000 shares were sold on the instructions 
of the Bank and the brokers paid to the Bank there- 
for a total of $199,225.45. The remaining 1,500 
shares were redelivered to the Bank. On the receipt 
of this amount, the Bank made out four cashier’s 
checks, two of them dated April 30, 1935, to the 
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[397] Holding Company as payee; one of which was 
for $61,451.50 and the other for $60,000. The third 
check was dated April 30, 1935, and was in the 
amount of $6,635.99, payable to the Holding Com- 
pany or the Bank as payee. The fourth check was 
for $71,187.96. It was dated May 1, 1935, and made 
out to the Bank as payee. The Holding Company 
deposited its checks in the Bank and the Bank trans- 
ferred the money it received to its undivided profits 
account which entry was for $77,773.95. 

Thereupon entries concerning the transactions 
made upon the Holding Company’s books were made 
by William Bradshaw, who kept the books of the 
Holding Company during the period invelved. He 
made all entries concerning this transaction. Mr. 
Bradshaw was a young man who testified that he 
worked under his father who was George Bradshaw, 
Secretary of the Holding Company and who, he 
testified, died last year. This witness very def- 
initely asserted that the manner in which al) the 
entries were made by him was directed and con- 
trolled by his father. To understand these figures, — 
it is necessary to go back to the entries made in Au- 
eust, 1934. It will be remembered that the original 
amount paid for the 7,500 shares of Sunshine stock 
was shown on the Holding Company’s ledger as 
$59,575. At the same time, there was made an entry 
of $1.50 for transfer fees and on January 6, 1935, 
the entry of $1.875 was made as to the write-up. 
These totaled $61,451.50. There were no entries 
made on the books of the Holding Company concern- 
ing the Miller 5,000 share transaction until May 1, 
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1935, when this entire transaction was written up. 
On that day the following items appear upon the 
eash receipts journal: 
“Yakima First National Bank 
Sale of 7500 shares of stock Sunshine Mining 
(oa ade cg re $61,451.50 
Yakima First National Bank 
Sale of 5000 shares stock Sunshine Mining 
Worat G2 OOmper share 2 ccocoececccsece-s- 60,000.00’’ 
These, along with an item of $13.20 which they had 
received from a man by the name of Keck, making 
a total of $121,464.70 were debited against the Bank. 
Those portions of the entries which I have just 
described constitute the Holding Company’s entry 
of the fact that it had deposited [398] this sum con- 
sisting of the three items in its account in the Bank. 
As to the 5,000 share Miller stock transaction, there 
was a further debit of $60,000 with the notation, 
‘‘Sunshine Mining Stock” just above it. Then, on 
the credit side of the journal, there was started a 
new account entitled ‘‘Sunshine Mining Co. Stock’’ 
on which a credit for $61,451.00 was made opposite 
the entry in reference to the 7,500 share transaction 
and $60,000 opposite the entry as to the 5,000 share 
transaction. Under the writing delineating the 5,000 
share transaction, there appear the words ‘‘ For ex- 
planation, see below.’’ Attention is called by an 
arrow to the following language: ‘‘Under letter 
Dated 12/11/34 Alex Miller agreed to exchange 5,000 
shares stock Sunshine Mining Corp. at $12 per share 
for 4,000 shares stock Yakima Holding Corp. at $15 
a share.”’ 
There was introduced in evidence the Holding 
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Company’s return for the year 1935 showing a net 
deficit of $955.42. On that return, under the sched- 
ule entitled ‘‘Capital Gains and Losses”’, this item 
appears: ‘£7500 shares Sunshine Mining Co., Kel- 
logg, Idaho, Date acquired: August, 1934. Date 
sold: 5/1/35. 


Gross sales’ PYice.....2.2.:---2 $61,451.50 
COST ees ere a eesti 59,576.50 
(Gib epee toe a ORS 1,875.00’ 


Under this item, in answer to the question, ‘‘State 
how property was acquired’’, the answer given was 
‘Cash Purchase.’’ On the same return, Schedule 
H, entitled ‘‘Income from Dividends’’ shows the fol- 
lowing: ‘‘Sunshine Mining Co., Kellogg, Idaho, 
$1500.’ The return of the Bank simply shows: 
‘Profit, sale of Sunshine Mining Co. stock $77,- 
773.95.’’? The testimony on behalf of the plaintiff 
was that this entire transaction was put through 
for the benefit of the Bank. It was admitted by the 
plaintiffs’ witnesses that the Bank’s record showed 
nothing concerning the transaction until it was en- 
tirely completed. My. Hardy testified that on vari- 
ous occasions the executive committee of the Bank 
passed upon the questions involved. No minutes of 
such meetings were kept nor were any entries made. 
In this Mr. Hardy was corroborated by Mr. Right- 
mire. It was the positive testimony of both of these 
witnesses that the Bank [899] was in dif- 
ficulties and that the motive behind the transac- 
tion was to get sufficient profit out of the sale of the 
Sunshine stock to give to the Bank so as to be able 
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to save the Bank. The reason given for the method 
used in handling the transaction is that the parties 
realized the restrictions upon national banks in the 
purchase of stock in corporations. Both witnesses 
denied that the transaction was handled the wavy it 
was because they realized that the Bank might be 
less likely to be subject to an income tax than would 
the Holding Company. It was conceded in the testi- 
mony that the amount needed by the Bank to satisfy 
the requirements of the Banking Department was at 
least $200,000. It was also admitted in the testi- 
mony that later that year arrangements were made 
with the National Bank of Commerce in Seattle to 
take over the Bank by purchasing its eapital stock, 
which the Holding Company carried on its books 
as of a cost of $913,000 for $200,000. Mr. Hardy 
testified that the fact that the sades made of the 
stock involved in this case were made through 
Drumheller, Ehrlichman and White by the Bank 
was proof that the Bank was the real owner of the 
stock for the reason that if the stock had heen 
owned by the Holding Company it would have been 
sold through the plaintiff. 

The Holding Company’s Articles did not give it 
power to act as trustee. The by-laws authorized an 
executive committee which should function ‘‘during 
the intervals between the meetings of the Board of 
Trustees.’’? They also provided that ‘‘All actions 
and things done by the Executive Committee shall 
be reported to the Board of Trustees at its meeting 
next succeeding such action, and shall be subject 
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to revision or alteration by the Board of Trustees.’’ 
The by-laws further provided, ‘‘The Board of Trus- 
tees, in its discretion, may submit any contract or 
act for approval or ratification at any annual meet-. 
ing of the stockholders, * * * and any contract or 
act shall be approved or ratified by the vote of the 
holders of a majority of the common stock of the 
corporation, which is represented in person or by 
proxy at such meeting, (provided that a lawful 
quorum of the stockholders be there represented 
either in person or by proxy) shall be as valid and 
binding upon the corporation and upon all the 
stockholders as though it had been [400] approved 
and ratified by every stockholder of the corpora- 
tion.”’ 

It will be noted from the foregoing that certain 
of the facts have been secured from the minute 
book of the Holding Company from pages outside 
of that page upon which were written the minutes 
of April 18, 1935. I was uncertain from my notes 
just what disposition was made at the trial of the 
question as to how much of this minute book was 
put in evidence. Counsel will remember that there 
was considerable discussion back and forth between 
them upon that question. I had the court reporter 
read to me her notes upon this subject and I am 
still uncertain as to what was done. One or the 
other of the two following results occurred however: 
(1) the entire minute book was put in the record 
with the stipulation that the minutes of the meeting 
of April 12th constituted the only part of the minute 
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book that contained any information pertinent to this 
case or (2) only the minutes of April 12, 1985 were 
introduced in evidence. If this is so, it was with the 
assurance of counsel for the plaintiff that he had 
examined the minute book and assured the court 
that those particular minutes were the only ones 
which touched this subject. If the first statement 
covers the situation, then I am satisfied that I have 
the power to consider the entire minute book on the 
basis of Utah & Northern Railway v. Fisher, 116 
U. S. 28; California v. San Pablo & Tulare Rail- 
road Company, 149 U. 8. 308; Swift & Company v. 
Hocking Valley Railway Company, 243 U. 8. 281; 
Sanford’s Estate v. Commissioner, 308 U. 8. 39; 
and Case et al. v. Los Angeles Products Co., 308 
U. 8. 106. If the second statement correctly out- 
lines the situation, then I will expect that, if either 
side has any objection to me considering other por- 
tions of the minute book than that contained on the 
specific page, they will make proper objections 
thereto prior to the entry of the findings of fact 
and conclusions of law in which event I will reopen 
the case for the purpose of receiving in evidence the 
entire minute book. It seems to me that the other 
portions of the beok to which I referred are very 
pertinent in the decision of this case. Particular!y 
true is the fact that at the stockholders’ meeting 
ownership of the 7,5000 shares was reported to the 
stockholders. [401] 

There was further testimony about alleged con- 
versations between Mr. Hardy and Mr. Rightmire 
upon the one side and Mr. Cook, of the National 
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Banking Department, upon the other. There was 
a sharp dispute in the testimony as between these 
gentlemen. After carefully weighing the testimony 
of the witnesses and considering it, I am convinced 
that the subject matter contained in such portions 
of the testimony added nothing to the final deter- 
mination of this case. I am fully satisfied that I 
have a complete understanding as to what occurred 
and as to the reasons for the conflict in the evidence. 
It would be of no value to either side to have a more 
complete discussion of this phase of the testimony. 
I mention it here only that counsel may know that 
I have considered it and have concluded that there 
is no need for further consideration of that phase 
of the testimony. 


FACTUAL CONCLUSIONS 


1. I am convinced that this case involved two 
separate and distinct transactions. While it might 
be said that they were blended because of the fact 
that the stock which came from Miller was sold at 
approximately the same time as was the stock in 
the 7,500 share transaction, yet even then the checks 
issued by the Bank to the Holding Company were 
separately issued. The letter of December 12, 1934, 
referred to the two transactions separately, as did 
the minutes of April 12, 1935. The 7,500 share 
transaction was taken on the books of the Holding 
Company while the Miller transaction was not taken 
on the Holding Company’s books until after it was 
completed. There is a very distinct difference be- 
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tween the method in which the transactions were 
handled. 

2. As to the Miller transaction, the oral testi- 
mony is undisputed. This stock never actually got 
into the hands of the Holding Company. There is 
no written record made as to the Miller stock which 
might be said to contradict the oral record. [402] 

3. As to the 7,500 share transaction, there is a 


definite conflict between the oral testimony and the | 


written testimony. Mr. Hardy, Mr. Rightmire and 
Mr. Crawford were not impeached upon ecross ex- 


amination nor was there anything in their demeanor | 


on the stand which would detract from the force of 
their testimony. However, the written record is | 


clear. In every detail it Jeads to the conclusion that | 
this stock was the property of the Holding Com- | 


pany. The purpose of the keeping of books of ac-| 
eount by a corporation is that they may truly re- 


flect the status of the transactions carried on by the 
eorporation. No one familiar with corporate ac- 
counting practices could construe the many entries 
and writings in this case as meaning other than own- 


ership. A bookkeeper just would not have written | 


this up in this way had the stock been purchased | 
for the account of the Bank. There is only one bit 
of writing in the whole ease which supports the 
plaintiff’s contention and that is the letter of De- 
eember 12, 1934. Its evidentiary value, however, 
rests conclusively upon the oral testimony that it was 
written and signed on the date indicated. 

Counsel for plaintiff points out in his brief that 
the legend at the bottom of the letter shows that it 


ee 
se 


/ 
al 
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was written by a stenographer whose last name be- 
gan with ‘‘M”’ and that the Government subpoenaed 
somebody and had available a witness whose last 
name began with ‘‘M’’ assuming that it was the 
same person. If she was available to the Govern- 
ment, she was available to the plaintiff. She worked 
for the plaintiff. If her testimony would have sup- 
ported the plaintiff’s position, undoubtedly plain- 
tiff’s counsel would have called her. I give full 
weight to the testimony of Mr. Hardy and Mr. 
Rightmire and Mr. Crawford. Particularly, do I 
do this because I know Mr. Hardy and have great 
respect for his integrity. However, it is my task to 
weigh the evidence and, after putting the evidence 
_ [403] on both sides in the balance, I am convinced 
that the testimony in writing overwhelming out- 
weighs the oral testimony and that I must conclude 
that this 7,500 shares of stock was the property of 
the Holding Company and was not held in trust 
for the Bank. 

4. Keeping in mind the nature of the fraud nec- 
essary to sustain the fraud penalty in the tax case, — 
I can see no testimony of fraud here. The fraud 
referred to is the fraud in making the return. The 
standard is whether, at the time the return is made, 
the taxpayer knew that it owed the tax and fraudu- 
lently failed to report it. A transaction may be en- 
tirely fraudulent (I am not saying that this one 
was) and still not support a fraud penalty. It did 
not appear to me from the argument of counsel for 
the defendant at the time of the trial or in the brief 
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that defendant was seriously urging now that this 
fraud penalty should be sustained. 
April 2, 1942. 
L. B. SCHWELLENBACH 
United States District Judge 
Copy to Attys. 4/3/42. A. A. L. 


[Endorsed]: Filed Apr. 3, 1942. [404] 


—_—— 
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Harvey Erickson, 
Assistant United States Attorney, 
Spokane, Wash. 

Thomas R. Winter, 
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Bureau of Internal Revenue, 


Seattle, Wash. 
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Schwellenbach, District Judge. 


The Plaintiff, as liquidating trustee of Yakima 
Holding Corporation (hereafter called the Holding 
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Company), sues to recover $26,933.86 which was 
the amount of a deficiency assessment with penalties 
collected from the Holding Company on its 1935 
income. Plaintiff’s theory is that the income upon 
which the assessment was levied was that of the 
Yakima First National Bank (hereafter called the 
Bank) which made the return on such income but 
which paid no tax thereon because of the net deficit 
resulting that year from the Bank’s operations. Be- 
cause of the complicated nature of the testimony 
and the many exhibits introduced, I am filing sim- 
ultaneously with this opinion a detailed opinion 
concerning the: facts. [405] 

During 1934 and 1935, the Holding Company 
owned all of the capital stock of the plaintiff and 
of the Bank. In addition, the Holding Company 
had a $52,000 investment in the First National 
Bank of Wapato and a $69,000 investment in real 
estate. Its stock was widely held. The officers and 
directors of the three corporations were practically 
identical. All were dominated by R. M. Hardy and 
a small group of associates. Mr. Hardy was presi- 
dent of each of the corporations and he and two 
of the other directors, Larson and Miller, were 
substantially interested in the Sunshine Mining 
Company (hereafter called Sunshine). The oral 
testimony of plaintiff was submitted by Mr. Hardy, 
Mr. Rightmire, the treasurer of the corporations, 
and Mr. Crawford, the cashier of the Bank. Four 
of the men who actively participated in the trans- 
actions herein involved died between 1934 and the 
time of trial. The three witnesses who did testify 
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are highly reputable citizens of Yakima. ‘The tes- 
timony was given in such a way as to merit con- 
sideration by the Court. 

The Bank’s capital was impaired and the Bank- 
ing Department was insisting that certain of its 
assets be removed. Immediately preceding the trans- 
actions involved here, there cecurred a phenome- 
nal activity in the stock of Sunshine which later 
developed a rapid appreciation in its market value. 
In August, 1934, the Holding Company purchased 
7500 shares of Sunshine. Of these, 2500 shares 
it placed in the name of its secretary and 5000 
shares in the name of the Bank. These 7500 shares 
were carried on the books of the Holding Company 
as its property. It received the dividends on them. 
At the end of the year, it wrote up their value on 
its books. At the 1935 stockholders’ meeting, the 
auditor’s report to the stockholders showed the 
ownership of this stock by the Holding Company. 
The minutes of the executive committee of the 
Holding Company referred to this stock as ‘‘the 
7500 shares of Sunshine stock already owned by 
the Yakima Holding Corporation.’’ On its Income 
tax return, it showed that the stock was acquired 
by ‘‘eash purchase.’’ [406] When the stock was sold 
by the Bank through a brokerage house, the Bank 
gave the Holding Company its reccipt for the stock. 
No one with the slightest familiarity with corpo- 
rate accounting practices could conclude from the 
written evidence in this case other than that the 
Holding Company owned this stock. 

On December 11, 1934, Mr. Alex Miller, who 
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was one of the dominating group in these corpo- 
rations, by an exchange of letters arranged to trade 
5000 shares of Sunshine for 4000 shares of the stock 
of the Holding Company. His stock was placed 
in escrow with the plaintiff pending the time that 
the Holding Company could pick up the necessary 
4000 shares of its stock. Before that was done in 
April, 1935, all of the 12,500 shares of Sunshine 
stock were delivered to the Bank and by it deliv- 
ered to a Seattle brokerage concern which sold 
11,000 shares of the stock on the market and paid 
the Bank $199,225, and returned to the Bank 1,500 
shares which the Bank retained. The Bank there- 
upon issued to the Holding Company two checks— 
one for $61,451.50, the amount at which the 7,500 
shares of Sunshine stock then was carried on the 
Holding Company’s books. The other check was for 
$60,000, which was for 5,000 shares of Sunshine 
stock at $12.00 per share. The balance of $77,- 
773.95 was retained by the Bank and put in its 
undivided profits account. Thereupon the Holding 
Company caused the necessary entries to be made 
upon its books. As regards the 5,000 shares ac- 
quired through the transaction with Alex Miller, 
these were the first entries made upon the Hold- 
ing Company’s books. 

Plaintiff contends in this case, and its oral testi- 
mony supported that contention, that the whole 
transaction as to both groups of stock was for the 
benefit of the Bank. Plaintiff pleads and attempts 
to prove that the Holding Company’s position in the 
transaction was merely that of Trustee. It ex- 
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plains that the transaction was thus handled because 
of the statutory restriction on stock ownership by 
national banks. (12 U. S. C. A. 24 (7)). Plain- 
tiff introduced a letter dated December 12, 1934, 
which its witnesses testified was signed upon that 
date by the Holding Company and the Bank pur- 
porting to confirm an arrangement made in August, 
1934, under which the Holding Company agreed 
to act as trustee for the [407] Bank and to handle this 
transaction for a compensation in the amount of 
dividends which might be paid by Sunshine on 
its 7,500 shares of stock and for a small write-up 
in the value of the stock in an amount to be agreed 
upon between the parties. The Commissioner found 
that the Holding Company was the owner of all 
of this stock and that the profits arising out of 
the sale were the Holding Company’s profits which 
it directed into the Bank for the purpose of avoid- 
ing tax liability. He made a deficiency assessment 
with a fraud penalty. 

At the threshold of this case I am met with stren- 
uous argument as to the effect to be given to the 
presumption of correctness of the Commissioner’s 
ruling. This is not a case in which anyone’s think- 
ing need be confused by getting involved in the 
many ramifications of that vexatious question. Tax 
eases deal with realitics and not fine spun legalistic 
distinctions. Moore v. Commissioncr, 124 F. 2d 991. 
Assuredly a presumption is not evidence and it car- 
ries no affirmative probative weight. Ariasi v. Ori- 
ent Ins. Co., 50 I*. 2d 548. What we have here, how- 
ever, is not what plaintiff characterizes as a mere 
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procedural device which will melt like snow when 
subjected to the heat of a scintilla of proof intro- 
duced by the adverse party. The complication arises 
from the use of the word presumption by defen- 
dant’s counsel and in many courts’ opinions. As 
Wigmore points out, (Wigmore on Evidence (3d 
Ed.) Sec. 2490) presumptions operate on specific 
fragments of the issue. Here the question in- 
volves the burden of proof as distinguished from 
the burden of going ahead with the evidence. Or, as 
Mr. Wigmore puts it, Id. Sec. 2488, the burden 
of the risk of non-persuasion of the jury (or judge 
when he is the trier of the facts) as distingmshed 
from the burden of going forward with evidence 
so as to satisfy the judge as to stay in court. The 
first burden never shifts since no fixed rule of law 
can be said to shift. Id., Sec. 2489. In analyzing the 
nature of the first burden, there are specific rules 
for specific classes of cases resting for their ulti- 
mate basis upon broad reasons of experience and 
fairness. Id., Sec. 2486. The specific rule in this 
class of cases is that persons situated as is the. 
plaintiff who seek to recover tax money [408] paid 
to the Government on the basis of the Commission- 
er’s ruling have the burden of submitting clear 
and convincing proof in support of their position 
in order to recover. Pearce v. Commissioner, De- 
eided March 9, 1942, ........ mera... ; Helvering 
v. Fitch, 309 U. 8S. 149; Welch v. Helvering, 290 
U. 8. 111; Wichwire v. Reinecke, 275 U.S. 101. 
Necessary to a consideration of this case but not 
conclusive in its result is a discussion of the purpose 
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and effect of Sec. 16, Chap. 89, the Act of June 
16, 1933, 12 U.S.C.A. 24 (7), which reads: 

c# * * ® The business of dealing in invest- 
ment securities by the association shall be 
limited to purchasing and selling such seeuri- 
ties without recourse, solely upon the order, 
and for the account of, customers, and in no 
case for its own account, and the association 
shall not underwrite any issue of securities. 

os a8 * x oS * 

‘‘Except as hereinafter provided or othe1wise 
provided by law, nothing herein contained shall 
authorize the purchase by the association of 
any shares of stock of any corporation.”’ oe: 


There is no serious difference between the parties 
in the opinion that since this law contains no posi- 
tive prohibition against the purchase of corporate 
stocks by a National bank that a bank’s contract 
to purchase stock is not illegal and void, but is 
ultra vires and voidable. Lantry v. Wallace, 182 
U. 8. 536; First Nat. Bank v. Stewart, 107 U. 8. 
676. That being true, plaintiff's contention that 
in this ease ‘‘The Bank could not lose. If the price 
went up it could enforce the deal against the Hold- 
ing Company. If it went down it could refuse to 
perform,’’ must be accepted as a correct statement 
of the legal consequences of the situation. This legal 
cul de sac, however, does not detract one whit from 
the conclusion that what was done here was in direct 
contravention with the public policy of the United 
States. A public policy deliberately declared by 
the Congress as the outgrowth of a financial dis- 


472 Guaraniy Trust Company vs. 


aster visited upon stockholders of corporations and 
depositors of banks which had its roots in thou- 
sands of transactions paralleling this [409] one. 

The close relationship between these corporations 
and the mutuality of their officers and the domi- 
nance of both by the same stockholders make neces- 
sary an understanding of the attitude of the Federal 
Courts on the effect of such relationships. Fortu- 
nately, that attitude hag been stated with com- 
pleteness and clarity by the Supreme Court in 
Geddes v. Anaconda Mining Co., 254 U. S. 590. 
There the court, speaking through Mr. Justice 
Clarke, said: 

‘‘The relation of directors to corporations 
is of such a fiduciary nature that transactions 
between boards having common members are re- 
garded as jealously by the law as are personal 
dealings between a director and his corporation, 
and where the fairness of such transactions is 
challenged the burden is upon those who would 
maintain them to show their entire fairness and 
where a sale is involved the full adequacy of | 
the consideration. Especially is this true where 
a common director is dominating in influence or 
in character. This court has been consistently 
emphatic in the application of this rule, which, 
it has declared, is founded in soundest mor- 
ality, and we now add in the soundest business 
policy. T'win-Lick Oi] Co. v. Marbury, 91 U. 8. 
587, 588; Thomas v. Brownville, Ft. Kearney & 
Pacific R. R. Co., 109 U. S. 522; Wardell v. 
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Railroad Co., 103 U. 8S. 651, 658; Corsicana 
National Bank v. Johnson, 251 U. 8. 68, 90.”’ 


From this rule, there has been no deviation. It 
was approved and amplified in Pepper v. Litton, 
308 U. S. 295. The healthfulness of the rule is un- 
deniable. 

The one problem in this case is to determine 
whether the Holding Company or the Bank had 
the power to dispose of the profit (or income) from 
the sale of this Sunshine stock. If the Holding 
Company was merely the trustee for the bank, its 
duty was to turn the profit over to the Bank and 
it had no power over it. But if the Holding Com- 
pany was in truth the owner of the stock and its 
act in turning the profit over to the Bank re- 
sulted only from the exercise of power by the off- 
cers of the Bank through their positions with the 
Holding Company, this would in no way negative 
the tax responsibility of the Holding Company. 
The power to dispose of income from property is 
the equivalent of ownership of it and the exercise 
of the power to procure its payment to another is 
within [410] the reach of the tax law. Harrison v. 
Schaffner, 312 U. 8. 579; Helvering v. Horst, 311 
U. 8. 112; Helvering v. Eubank, 311 U. 8. 122; 
Lueas v. Earl, 281 U.S. 111. When plaintiff so vig- 
orously resists the consideration of this line of 
eases on the ground that in them the taxpayer had 
complete dominion over the involved assets, it sim- 
ply begs the question. That is what this case 
is about. As Mr. Justice Holmes indicated in Lucas 
v. Earl, supra, it is the court’s task to ascertain 
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whether an effort is being made to attribute fruits 
‘‘to a different tree from that on which they grew.”’ 

After hearing the evidence and studying the ex- 
hibits, I am firm in my conclusion that this ease 
involves two separate and distinct transactions. 
While they later merged in that the stock was sold 
at approximately the same time and the profits from 
both were directed into the Bank, that does not de- 
tract from my conclusion that they must be consid- 
ered separately. It is true that the oral testimony 
submitted by plaintiff’s witnesses treats of both 
transactions in the same way. This oral testi- 
mony, however, cannot overcome the written record 
which was made at the time. As a consequence, I am 
treating the two transactions separately in this 
opinion. 

f am convinced that the plaintiff has sustamed 
its burden of proof as to the stock which was ac- 
quired from Alex Miller. As to that transaction, 
the oral evidence is not contradicted by anything 
in writing. There were no entries made upon the 
Holding Company’s books until after the transac- 
cion was completed and they were set up in such 
a way as to be susceptible of either interpretation. 
The only written evidence which detracts from this 
conclusion is in the minutes of the Holding Com- 
pany’s executive committee which provided that 
the Bank would take over the Miller stock at $15 
a share instead of $12 a share as it later did. I 
have decided to resolve that doubt in favor of 
the plaintiff and to conclude that the use of the 
figure 15 was an error in the minutes. Having 
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reached this conclusion, it follows that in so far 
as tax was levied on the profit accruing from 
the sale of the 3500 shares out of the Milley stock, 
the assessment was erroneous. [411] 

An entirely different situation exists, however, 
as to the original 7,500 share transaction. As to 
this, the oral testimony of the plaintiff is com- 
pletely negatived and overwhelmed by the written 
evidence in the case. Every stroke of the pen on 
the Holding Company’s books of account points 
unerringly to the ownership of this stock by the 
Holding Company. It is inconceivable to me that, 
if the Holding Company was in fact merely the 
trustee, it would have written up the transaction 
in the way it did. It set up its ledger account 
in such a way as to indicate ownership. Its jour- 
nal entries from beginning to end indicated own- 
ership. Its receipt of the dividends was an in- 
dication of ownership. It made its entry as to the 
write-up as of December 31, 1934, showing ap- 
preciation of $1875, instead of waiting till the 
sale was made. I never heard of an entry showing 
a year-end appreciation write-up being made by 
a trustee of stock. It reported ownership of this 
stock to its stockholders at their annual meeting. 
Even the minutes of the executive committee wpon 
which plaintiff relies show this Sunshine stock to 
be “already owned by the Yakima Holding Cor- 


poration.’’ There can be no disagreement between > 


reasonable minds on the conclusion that plaintiff 
has utterly failed to sustain its burden of proof on 
this transaction. 


7 
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Plaintiff’s counsel argues that the court is forced 
either to accept plaintiff’s oral testimony as con- 
trolling or to brand plaintiff’s position as a delib- 
erate hoax to avoid tax liability and plaintift’s 
witnesses as perjurers. Such a dilemma is not 
presented here. To test this proposition requires 
only a statement of the case with full acceptance 
of plaintiff’s evidence. Plaintiff’s testimony is that 
in August, 1934, the officers of the Holding Com- 
pany, orally and informally,.agreed with them- 
selves as officers of the Bank that the Holding 
Company would take $60,000 of its money (the 
fact that it may have borrowed the money made 
it no less the Holding Company’s money) and use 
it to speculate in mining stock. (The fact that 
Sunshine stock went up does not make its pur- 
chase any less a speculation.) The agreement was 
that the [412] Holding Company should hold the 
stock as trustee for the Bank. (This, despite the 
fact that the Holding Company’s charter did not 
authorize it to act as trustee and that it never 
acted as trustee in any other transaction.)' The | 
compensation the Holding Company was to receive 
for the use of this substantial part of its assets 
was to be the dividends which might be declared 
upon the mining stock while the Holding Company 
was holding it. plus a small write-up which might 
he allowed to the Holding Company if the joint 
officers deemed it advisable. It was agreed that 
any profits which might accrue upon the stock 
would be the profits of the Bank and that any losses 
upon the stock would be the losses of the Bank. 
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(But, as plaintiff’s counsel points out in his briet, 
this portion of the agreement was void because, in 
so far as these gentlemen were acting for the 
Bank in this regard, their action being ultra vives 
and contrary to the public policy, no court wouid 
ever have enforced that provision of the contract.) 
This agreement was wholly informal. There was 
no meeting of the directors or the executive com- 
mittee of either corporation. Thereupon, under 
the direction of the Secretary of the Holding Com- 
pany, entries were made in the books of the Hold- 
ine Company, in such a way as to offer conclu- 
sive proof in the event the Bank might later 
seek to repudiate the contract that the title to 
the stock was in the Holding Company as its 
owner and not as trustee. Thereafter, on Decem- 
ber 12, 1934, the foregoing agreement was reduced 
to writing. That writing consisted of a letter signed 
by the Secretary of the Holding Company and ac- 
cepted by the cashier of the Bank. (Giving to this 
letter its full value from an evidentiary point of 
view, clearly it added nothing to the legal con- 
sequences of the oral, informal agreement.) On 
January 7, 1935, the hoard of directors of the 
Holding Company met. No action was taken bv 
them to ratify or confirm the August agreement. 
Indeed, on the same day under the direction of the 
Secretary of the Holding Company, entries were 
made upon the books of that corporation show- 
ing the $1875 write-up in the [413] value of the 
Sunshine stock in such a way as to furnish fur- 
ther indubitable proof of the Holding Company’s 
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ownership of the stock in the event the Bank should 
seek to repudiate the terms of its contract. Then, 
on February 5, 1985, at a stockholders meeting at- 
tended in person or by proxy by the holders of 
47,394 shares of the Holding Company stock, the 
secretary read to the stockholders the auditor’s re- 
port showing the investment by the corporation of 
#61,451.50 in stock. (This is the same amount as 
Sunshine stock was carried on the books.) No state- 
ment was made to the stockholders concerning the 
contract which it is claimed had been entered into 
nor of the fact that there was an agreement with 
the Bank under which the Bank was legally enti- 
tled to get the profits which might accrue while 
the Holding Company would sustain the losses which 
might ensue. On April 12, 1935, for the first time 
the executive committee of the Holding Company 
took formal action ratifying the contract informally 
entered into in August of 1934. The testimony shows 
that during all of the period no action of any kind 
concerning the agreement was ever taken by the 
board of directors of the Bank or its executive com- 
mittee or of its stockholders. The record does not dis- 
close how many of such meetings were held but the 
cout judicially knows that institutions of this type 
hoid frequent meetings of the executive commiitee. 
monthly meetings of the board of directors, and 
annual meetings of the stockholders during the 
spring of the year. 

In view of this record of accumulated transgres: 
sions against the most primitive corporate respon. 
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sibilities, can anyone assert where the title of this 
stock would have been adjudged had the issue been 
raised by the Holding Company stockholders had 
they known the facts? Only the veriest tyro in 
the law would make such an assertion on either 
side of the question with any degree of assuredness. 
The court must know which corporation had ac- 
tual command over the property taxed. Griffiths 
v. Commissioner, 308 U. 8. 355. The only command 
the Bank exercised arose from the mutuality of 
the corporate officers at which the court must look 
with an adverse eye. The court need not resolve 
[414] doubts nor speculate as to outcomes. Pearce 
vy. Commissioner, supra. Without question, the 
showing made in the Pearce case was much stronger 
than plaintiff’s showing here. Since the Supreme 
Court there held that the petitioner had failed to 
sustain her burden of showing doubts and unecr- 
taintics, IT am bound here to hold that plaintiff 
has failed to sustain its burden of submitting clear 
and convineing proof. 

Plaintiff is entitled to recover the amount paid 
on the fraud penalty. On this question, the bur- 
den rests with the defendant. The fraud meant in 
the statute is actual, intentional wrong-doing and 
the intent required is the specific purpose to evade 
the tax believed to be owed. Griffiths v. Commis- 
sioner, 50 F. 24 782: Duffin v. Lucas, 55 I’. 2d 786: 
Mitchell v. Commissioner, 118 F. 2d 308. The defen- 
dant submitted no testimony on this point hut asks 
me to conclude from the transaction that plaintiff 
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must have had fraudulent intent at the time of 
making the return. Such a conclusion is not justi- 
fied. After all, this income was reported. The re- 
port as to its receipt was made by the wrong com- 
pany. While it may have been negligently made, 
that is not sufficient to support the conclusion of 
fraudulent intent. It does not lie within the court’s 
power to change the penalties assessed. That is 
an administrative function. Duffin v. Lucas, supra. 
Judgment will be entered in accordance with this 
opinion. 
April 2, 1942. 
L. B. SCHWELLENBACH, 
United States District Judge. 


Copy to Atty. Gen’l., West Pub. Co. & attys 4/3/ 
42, A. A. L. 


[Endorsed]: Filed Apr. 8, 1942. [415] 


Sl 


[Title of District Court and Cause. ] 


FINDINGS OF FACT AND CONCLUSIONS 
OF LAW. 


This cause having heretofore duly and regularly 
come on for trial before the court sitting without 
a jury, the plaintiff being represented by its officers 
and its attorneys, Cheney & Hutcheson, and the de- 
fendant being represented by its attorneys, Lyle 
Keith, Harvey Erickson, and Thomas R. Winter; 
and the court having heard the evidence introduced 
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by each of the parties, and all parties having rested, 
and the court having heard the arguments of coun- 
sel and being duly advised in the premises, and the 
court having rendered and filed its written Detailed 
Opinion of the Court on the Facts and the written 
Opinion of the Court; 


Now, Therefore, the court does hereby make the 
following 
FINDINGS OF FACT 


1. 

That this court has jurisdiction of the subject 
matter of this action and of the parties herein 
under the provisions of the Tucker Act and the 
Internal Revenue Code of the United States as 
amended; and this action arises under the laws 
and statutes of the United States and particularly 
the statutes hereinabove mentioned. 


2. 

That at all times herein mentioned the plaintiff 
herein, Guaranty Trust Company, was and now is 
a corporation duly organized and existing under 
aud by virtue of the laws of the State [416] of 
Washington, and engaged in transacting and duly 
authorized and qualified to transact a trust com- 
pany business, and its principal place of business 
is situated in the city of Yakima, Yakima County, 
Washington, within this judicial district, and has 
paid all license fees due to the state of Wash- 
ington. 
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Bk 

That at all times from 1930 until 1937 the Yak- 
ima Holding Corporation was a corporation duly 
organized and existing under and by virtue of the 
laws of the state of Washington, with its principal 
place of business at Yakima, Yakima County, 
Washington, in this judicial district. That said 
Yakima Holding Corporation was duly disincor- 
porated and dissolved during the year 1937 pur- 
suant to the laws and statutes of the State of 
Washington. That prior to said dissolution and 
on or about the 10th day of November, 1936, ail 
of the assets, funds and property of every kind 
and character whatsoever of said Yakima Holding 
Corporation were duly transferred, assigned and 
eonveyed to the plaintiff Guaranty Trust Com- 
pany, as hquidating trustee, and at al! times there- 
after said Guaranty Trust Company has been and 
now is the duly appointed, qualified and acting 
liquidating trustee of the Yakima Holding Cor- 
poration. 

4, 

That during the year 1935 and for a number of 
years both prior and subsequent thereto Yakima 
First National Bank was a duly organized and 
existing national banking association engaged im 
transacting business at Yakima, Yakima County, 
Washington, as a national bank. During the years 
1934 and 1935 said Yakima Holding Corporation 
(hereafter called ‘‘Holding Company’’) was a 
holding corporation owning practically all of the 
stock of said Yakima First National Bank (here- 
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after called the ‘‘Bank’’), practically all of the 
stock of the First National Bank of Wapato, a na- 
tional banking association located at Wapato, 
Yakima [417] County, Washington, and practically 
all of the stock of said Guaranty Trust Company, 
except directors’ qualifying shares in each of the 
banks and the trust company. 


D. 

The officers of all four corporations were practi- 
eally identical and the majority of the directors 
and members of the executive committees thereof 
were identical. All of the said corporations were 
dominated by R. M. Hardy and a small group of 
associates; R. M. Hardy was president of each of 
said corporations and was also president of Sun- 
shine Mining Company (hereafter referred to as 
‘‘Sunshine’’), a prosperous mining corporation. 
During the time herein involved the Bank had not 
recovered from the losses sustained during the de- 
pression of the preceding vears, and bv reason 
thereof the capital of the Bank was impaired, and 
as a result thereof there was insistence bv the 
National Banking Department that the Bank 
strengthen its financial position. During the time 
immediately preceding the transactions involved 
herein, there occurred a phenominal activity in 
the stock of Sunshine which pointed to the situa- 
tion which later developed of a very rapid sub- 
stantial appreciation of the market value of Sun- 
shine stock. 
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o 

In August, 1934, the Holding Company, which 
was then indebted to the bank in the sum of 
$60,000.00, and which at that time received 
$75,000.00 in cash from said R. M. Hardy, pur- 
chased 7500 shares of Sunshine stock, of which 
5000 shares were taken in the name of the Bank 
and 2500 shares were taken in the name of George 
Bradshaw, who was the secretary of the Holding 
Company and also a director and member of the 
executive committee of the Bank, as a street name. 
The Holding Company paid the purchase price or 
cost of said 7500 shares of Sunshine stock in the 
sum of $59,576.50. That on December 12, 1934, an 
agreement [418] was entered into between the 
Holding Companv and the Bank, executed in the 
form of an accepted letter, as follows: 


‘“Yakima Holding Corporation 
Yakima, Washington 
December 12, 1934 
‘Yakima First National Bank 
Yakima, Washington 


Gentlemen: 


In order to confirm an understanding we 
have had with the bank regarding the purchase 
of 7500 shares of Sunshine Mining Company 
stock, I thought it advisable to write this letter. 
It was understood that this stock was to be 
purchased by the Yakima Holding Corpora- 
tion and held by it for the account of the bank. 


United States of America 485 


The Yakima Holding Corporation was to be 
reimbursed for the amount actually paid for 
the stock, plus a small appreciation to be de- 
termined at the end of the year if this should 
be deemed necessary. We, therefore, treated 
this stock as being held for the bank, and if 
any loss results it is to be the loss of the bank 
and, of course, if any profit results it will lke- 
wise accrue to the bank. 

I am taking this opportunity also of setting 
out the understanding reached in connection 
with the proposal submitted by us to Mr. Alex- 
ander Miller to exchange 4000 shares of stock 
of the Yakima Holding Corporation for 5000 
shares of stock of the Sunshine Mining Com- 
pany. We are doing this on the express under- 
standing that stock of the Sunshine Mining 
Company will be taken over by the bank at 
the stipulated price of $12.00 per share. This 
understanding is to apply to any further sim- 
lar transactions. 

I would ask you to signify that this is also 
in accordance with your understanding of these 
transactions by signing the acknowledgment 
on the bottom of this letter. 

Yours very truly, 
GEO. H. BRADSHAW 
Seeretary.”’ 

‘‘The above represents the understanding 
that has been reached between the bank and 
the Yakima Holding Corporation with respect 
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to the matters set out above and the same is 
hereby approved. 
YAKIMA FIRST 
NATIONAL BANK 
By H. F. CRAWFORD 
Cashier.”’ 


On January 6, 1935, an entry was made in the 
books of the Holding Company showing the ‘‘ap- 
preciation write-up’’ as to said 7500 shares at the 
rate of twenty-five cents per share [419] in the 
sum of $1875.00, in accordance with the above 
agreement; and the said sum of $1875.00 was re- 
ported as income of the Holdmg Company in its 
income tax return for 1935 as profit on the sale 
of stock. The Holding Company received and re- 
tained the dividends paid upon said Sunshine stock 
herein referred to until it was delivered to the 
Bank and sold by the Bank in April, 1935; and 
the Holding Company reported said dividends in 
its income tax return, as its Income, in accordance 
with the verbal understanding between the Bank 
and the Holding Company. 


te 

That on February 5, 1935, at the annual stock- 
holders’ meeting of the Holding Company, the 
financial statement of said Holding Company was 
presented which, among other things, in the list of 
assets provided as follows: ‘‘Other stock invest- 
ments, $61.451.50’’, which included and referred to 
the investment in said 7500 shares of Sunshine 
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stock. No reference was made in the minutes of 
said stockholders’ meeting to said stock being held 
by the Holding Company in trust or as trustee for 
the said Bank, or that such stock had been sold to 
the Bank. 

8. 

That on April 12, 1935, a mecting of the execu- 
tive committee of the Holding Comany was held; 
and the minutes of said meeting provide in part 
as follows: 


‘‘Mr. Hardy stated there were several mat- 
ters that required action by the executive com- 
mittee and stated that the first matter was a 
proposal to Mr. Alex Miller to exchange 4000 
shares of stock of the Yakima Holding Cor- 
poration for 5000 shares of Sunshine Mining 
Company stock on the basis of placing a value 
of $15.00 per share on the stock of the Hold- 
ing Corporation and $12.00 per share on the 
stock of the Sunshine Mining Company. This 
proposal was made to Mr. Miller under date 
of December 11, 1934, and accepted by him. It 
was then moved by Mr. Clift, seconded by Mr. 
Rightmire, that we approve and ratify the pro- 
posal for the exchange of stock as outlined and 
authorize its completion. Carried. [420] 

‘“The secretary then stated that at the time 
this transaction with Mr. Miller was discussed 
by the officers an understanding was reached 
that if the transaction were completed that the 
Yakima Jtirst National Bank would take over 
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from the Yakima Holding Corporation the 
5000 shares of Sunshine at $15.00 per share; 
also the 7500 shares of Sunshine stock already 
owned by the Yakima Holding Corporation at 
the cost price of same, all in accordance with 
a letter setting out this understanding dated 
December 12, 1934 from the secretary to the 
bank and approved by the bank. - 

‘‘It was then moved by Mr. Rightmire, sec- 
onded by Mr. Chft, that the arrangements be- 
tween the Holding Corporation and the bank 
as outlined by the secretary be approved and 
ratified, which motion being put was unani- 
mously approved.”’ 


The use of the figure $15.00 per share in refer- 
ence to the said 5000 shares of Sunshine stock in 
the minutes of the holding company executive com- 
mittee for the meeting of April 12, 1935, was based 
upon inadvertent error and mistake, and the cor- 
rect amount thereof was in truth and in fact $12.00 
per share, and the Miller transaction was carried 
out upon the basis of $12.00 per share paid to 
Miller for the said 5000 shares of Sunshine stock, 
rather than $15.00 per share. 

That at the time of the purchase of said 7500 
shares of stock, entries were made with reference 
thereto on the books of the holding company in 
its ledger account and its cash disbursement jour- 
nal, entitled ‘‘Sunshine Mining Co. stock.’’ The 
said ledger entries with reference thereto have as 
specifically designated items on the ledger page 
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the initials Y F N B for the decription of the num- 
ber of shares and the price paid for each share. 
Other sheets of said ledger show that almost with- 
out exception similar designations were placed in 
front of the descriptions of property the title of 
which was concededly in the Holding Company. 


9, 

In April, 1935, the 7500 share block of Sunshine 
stock were sold by the Bank for $135,835.54. The 
cost of such stock to the Holding Company was 
$59,576.50, making a gross profit on the purchase 
and sale, if the stock and the profit thereon [421] 
belonged to the Holding Company, $76,259.04. The 
cost of such stock to the Bank was $61,451.50 
(being the amount the Bank agreed to pay the 
Holding Company, and the amount of interest 
therein reported by the Holding Company to its 
stockholders), making the gross profit on the pur- 
chase and sale, if the stock belonged to the Bank 
in 1935, $74,384.04. 


10. 
The court finds that said profit constituted in- 
come of the Holding Company for the year 1935 
and not income of the Bank. 


11. 

That on December 11, 1934, the Holding Com- 
pany wrote to Alex Miller offering to exchange 
4000 shares of stock in the Holding Company on 
the basis of $15.00 per share, for 5000 shares of 
Sunshine stock on the basis of $12.00 per share. 
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By letter of December 11, 1934, Miller accepted 
this offer and on the same date he deposited with 
the plaintiff Guaranty Trust Company as a trust 
company, his certificate for 5000 shares of the Sun- 
shine stock, authorizing said trust company to de- 
liver it to the holding Company in exchange for 
4000 shares of stock in the Holding Company. Mr. 
Miller’s letter imposed a condition of said ex- 
change; but the court finds that such condition and 
proviso was waived by Mr. Miller and that he con- 
sented that the said exchange deal be consummated 
without comphance with any condition. 


12. 

That on December 12, 1934, the Holding Com- 
pany by its secretary, George H. Bradshaw, wrote 
the letter to the Bank which is quoted above in 
paragraph 6. The foregoing agreement was ex- 
ecuted and delivered on December 12, 1934, and 
was performed. [422] 


ley 

No entries were made in the books of the Hold- 

ing Company with reference to the Alex Miller 

transaction or the said 5000 shares of Sunshine 

stock; and the stock never stood in the name of 
the Holding Company. 


14. 

That in April, 1935, the said 7500 shares and 
5000 shares of Sunshine stock hereinabove re- 
ferred to, or a total of 12,500 shares which had 
been theretofore delivered to the Bank, were de- 
livered by the said Bank to Drumheller, Ehrlich- 
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man & White, a stock brokerage concern, who sold 
11,000 shares thereof on the instruction of the 
Bank, and the said brokers paid to the Bank there- 
for, $135,835.54, being the net proceeds of sale of 
said 7500 shares of Sunshine stock and $63,389.91 
being the net proceeds of sale of 3500 shares of 
Sunshine stock, being a part of the said 5000 
shares acquired from Alex Miller, or a total selling 
price of said 11,000 shares, in the sum of 
$199,225.45. The remaining 1500 shares of said 
Sunshine stock were duly redelivered to the said 
Bank by the brokers. 


15. 

Out of the proceeds of the sale the Bank paid 
Miller for the 5000 shares of Sunshine and paid 
the Holding Company the amount which it had 
paid for the 7500 shares, its costs incurred, and 
the twenty-five cents per share appreciation, all in 
accordance with the agreement of December 12, 
1934. 

16. 

That the selling price of said 3500 shares, or the 
net proceeds of sale thereof, was $63,389.91, and 
the cost or purchase price thereof was $42,000.00. 
The resulting profit on the purchase and sale of 
said 3500 shares of Sunshine stock was $21,389.91. 

[423] 
ie 

That the income or profit on all of the stock, 
both the 7500 block and the 3500 block, was ae- 
tually received and retained by the Bank. 
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18. 

The transaction with Alex Miller with reference 
to the 5000 shares of Sunshine stock was originally 
in December, 1934, and at all times, made, agreed 
upon, consummated and put through for the bene- 
fit of the Bank. The reason for the method used 
in handling the transactions was that the parties 
realized the restrictions upon national banks in 
the purchase of stock in corporations. The trans- 
actions were not handled in that manner in order 
to evade or reduce payment of income taxes of 
either the Bank or the Holding Company. 


19. 

The transaction as to the 7500 shares of Sun- 
shine stock and the said Alex Miller transaction as 
to said 5000 shares of Sunshine stock were at. all 
times two separate and distinct transactions. The 
5000 shares of Alex Miller Sunshine stock were 
never in the possession of the Holding Company. 


20. 

The court finds that the said 5000 shares of Sun- 
shine stock was acquired from Alex Miller for the 
Bank, and the Holding Company acted in a trust 
capacity for, or as the agent of, the Bank and that 
at all times until the sale thereof the actual, equit- 
able and beneficial owner and holder of the said 
5000 shares of Sunshine stock was the Yakima 
First National Bank and was not the Holding 
Company. 
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21. 

That there was no fraud or bad faith on the part 
of any of the said corporations or their officers 
or agents with reference to any of the transactions 
involved herein, and no fraud or bad faith in mak- 
ing any of the income tax returns of any of [424] 
said corporations for the year 1935. At the time 
the said income tax returns for 19385 were made, 
the Holding Company, its officers and agents, did 
not know that it owed any taxes upon income de- 
rived from any of the transactions involved herein, 
and bona fidely believed that all of the profit be- 
longed to the Bank, and said taxpayer did not 
fraudulently or knowingly fail to report any in- 
come or profit derived from any of the transactions 
involved herein. That by reason thereof, no fraud 
penalty could properly be assessed against any of 
said corporations, including the Holding Company, 
with reference to any of the transactions mvolved 
herein. There was no wrongdoing on the part of 
any of the said corporations, including the Holding 
Company, or its officers or agents, in connection 
with any of the transactions involved herein, and 
there was no purpose or intention on the part of 
the Holding Company or its officers or agents or 
anv of the corporations referred to herein to evade 
any tax believed by said parties to be owed to the 
defendant; and there was no fraudulent intent 
whatsoever by any of said parties with reference 
thereto. 
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22. 

Thereafter, in 1937, the United States Commis- 
sioner of Internal Revenue assessed a deficiency 
against the plaintiff herein for income tax for the 
year 1935 in the sum of $13,037.55, together with a 
50% fraud penalty thereon under Section 293 (b) 
of the Revenue Act of 19384, in the sum of 
$6,518.78, and a deficiency in excess profits tax 
against the plaintiff for the year 1935 in the sum 
of $3,477.96, and a 50% fraud penalty thereon 
under said section of said statute in the sum of 
$1,738.98, or total additional tax in the sum of 
$16,515.51, plus 50% fraud penalty thereon in the 
sum of $8,257.76, or the total sum of $24,773.27. 

[425 ] 
UB 

Thereafter, in May, 1937, plaintiff duly mailed 
and filed with the Commissioner of Internal Reve- 
nue, as provided by law, a written, sworn protest 
as to said deficiency tax assessments and penalties, 
and sworn affidavits in support of said protest. 
Thereafter said protest was overruled and denied — 
by said Commissioner of Internal Revenue, and 
said alleged tax deficiency assessments and pen- 
alties as aforesaid were ordered paid. 


24. 

That thereafter, and on or about the 27th day of 
May, 1938, the plaintiff paid to the defendant the 
said sum of $24,773.27 plus interest thereon in the 
sum of $2160.59 to said date, or a total payment 
of $26,933.86, in payment of said alleged deficiency 
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tax assessments and penalties hereinabove referred 
to, as required by said Commissioner of Internal 
Revenue of the defendant. 


20. 

Thereafter, and on or about the Ist day of March, 
1940, plaintiff duly filed with the defendant writ- 
ten, sworn, claims for refund of said alleged addi- 
tional taxes and penalties assessed against the 
plaintiff as aforesaid. Plaintiff filed a claim for 
refund for said income tax and excess profits tax 
paid as aforesaid, and plaintiff filed a separate 
claim for refund of said penalties paid by it as 
aforesaid. On or about the 4th day of October, 
1940, the defendant by its Commissioner of In- 
ternal Revenue disallowed and denied said claims 
for refund. 

26. 

That the Collector of Internal Revenue of the 
defendant, by whom said income and excess profits 
taxes and penalties were collected from the plain- 
tiff as aforesaid, is not now in office as Collector, 
of Internal Revenue and was not in office as such 
at the time of the commencement of this suit. That 
the present United States Collector of Internal 
Revenue for the [426] State of Washington took 
office as such only a few months prior to the com- 
mencement of this action. 


27. 
That the said sums collected by the defendant 
from the plaintiff were erroneous, excessive, im- 
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proper, and illegal as to the income tax and excess 
profits tax based upon the profits of the purchase 
and sale of said 3500 shares of Alex Miller Sun- 
shine stock, and as to interest collected thereon and 
as to the said 50% fraud penalties. The amount of 
said overpayment of income tax was $2,941.11; the 
amount of said overpayment of excess profits tax 
was $1,069.50; the amount of overpayment: of in- 
terest thereon was $024.67; and the amount of 
fraud penalty illegally collected as hereinabove 
stated was $8,257.76, or a total tax overpayment 
and illegal collection as of the said date of pay- 
ment, May 27, 1938, in the sum of $12,793.04. That 
by reason of the premises the defendant is now 
lawfully indebted to the plaintiff herein in the said 
sum of $12,793.04, together with interest thereon 
at the legal rate of 6% per annum from May 27, 
1938 as provided by law. That no part thereof has 
been paid by the defendant to the plaintiff. 


From the foregoing Findings of Fact the court 
now makes the following ; 


CONCLUSIONS OF LAW: 


al 
That under the laws and statutes of the United 
States, and particularly the Tucker Act and the 
Internal Revenue Code, the above entitled court 
has jurisdiction of the subject matter of this action 
and of the parties herein. 
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2 
That the defendant erroneously, wrongfully, im- 
properly and illegally assessed and collected from 
the plaintiff herein overpayment of taxes, including 
said interest and fraud penalty, as of May 27, 1938, 
the date of payment, in the said sum of $12,793.04. 
[427] 
oF 
That by reason of the premises the defendant is 
now lawfully indebted to the plaintiff, and the plain- 
tiff is entitled to have and recover judgment against 
the defendant herein the said sum of $12,793.04, to- 
gether with interest thereon at the rate of 6% per 
annum from May 27, 1938, as provided by law, to- 
gether with plaintiff’s costs and disbursements con- 
sisting of clerk’s filing fees and witness fees to be 
taxed herein pursuant to statute pertaining thereto. 
The court does accordingly hereby order and di- 
rect that such Judgment be entered in favor of the 
plaintiff and against the defendant herein the said 
sum of $12,793.04, together with interest and costs 
as aforesaid. 
Done in Open Court this 31st day of July, 1942. 
L. B. SCHWELLENBACH 
District Judge. 
Presented by 
CHENEY & HUTCHESON 
Attys. for Pltf. 


[Endorsed]: Filed Jul. 31, 1942. [428] 


498 Guaranty Trust Company vs. 


In The District Court of The United States for The 
Eastern District of Washington, Southern 
Division 

No. Civ 68 


GUARANTY TRUST COMPANY, a corporation, 
as liquidating trustee of YAKIMA HOLDING 
CORPORATION, a corporation, 

Plaintiff, 
VS. 


UNITED STATES OF AMERICA, 
Defendant. 


JUDGMENT 


This cause having heretofore duly and regularly 
come on for trial before the undersigned judge of 
the above entitled court, sitting without a jury, and 
the plaintiff being represented by its officers and by 
its attorneys, Cheney & Hutcheson, and the defend- 
ant being represented by its attorneys, Lyle Keith, 
Harvey Ericksen, and Thomas R. Winter; and the © 
eourt having heard the evidence introduced by each 
of the parties, and all parties having rested, and 
the court having heard the arguments of counsel 
and being duly advised in the premises, and the 
court having rendered and filed its written De- 
tailed Opinion of the Court on the Facts and the 
written Opinion of the Court; and the court hav- 
ing heretofore duly made and entered its findings 
of fact and conclusions of law herein, and having 
duly considered the same; 
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Now, Therefore, It Is Hereby Ordered, Adjudged 
And Decreed that the plaintiff herein, Guaranty 
Trust Company, a corporation, as liquidating trus- 
tee of Yakima Holding Corporation, a corporation, 
does hereby have and recover judgment against the 
defendant herein, the United States of America, in 
the sum of $12,793.04, together with interest there- 
on at the rate of 6% per annum from May 27, 1938, 
as provided by law, and together with plaintiff’s 
costs and disbursements, consisting of clerk’s filing 
fees and witness fees, herein to be taxed pursuant 
to statutes appheable to said suit. 

Defendant excepts and its exception is allowed. 
Plaintiff [429] excepts to the amount of recovery as 
inadequate, and its exception is allowed. 

Done In Open Court this 31st day of July, 1942. 

L. B. SCHWELLENBACH, 
District Judge. 
Presented Without Prejudice 
By CHENEY & HUTCHESON 
Attys. for Pltf. 


[Endorsed]: Filed Jul. 31, 1942. [430] 


[Title of District Court and Cause. ] 
NOTICE OF APPEAT.. 


Notice Is Hereby Given that Guaranty Trust Com- 
pany, a corporation, as liquidating trustee of Yak- 
ima Holding Corporation, a corporation, the plain- 
tiff above named, hereby appeals to the Circuit 
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Court of Appeals for the Ninth Circuit from the 
final judgment entered in this action on July 31, 
1942, and particularly from that portion thereof al- 
lowing the plaintiff judgment against the defendant 
in only the sum of $12,793.04, plus interest and costs, 
whereas the amount of said recovery should have 
been the full amount sued for, to-wit, $26,933.86, 
together with interest thereon at 6% per annum 
from May 27, 1938, until paid, together with costs. 
CHENEY & HUTCHESON, 
ELWOOD HUTCHESON, 
Attorneys for Appellant Guaranty Trust Com- 
pany as liquidating trustee of Yakima Hold- 
ing Corporation. 
Address: 426 Miller Building, Yakima, Wash- 
ington. 
Copies mailed 10/29/42 to Edward M. Connelly, 
U. 8. Attorney, and Thomas Winters, T. G. — 


[Endorsed]: Filed Oct. 28,1942. [431] 


[Title of District Court and Cause. | 
BOND ON APPEAL. 
Know All Men By These Presents: 


That the undersigned, Guaranty Trust Company, 
a corporation, as liquidating trustee of Yakima 
Holding Corporation, a corporation, the plaintiff in 
the above entitled action, as principal, and Occi- 
dental Indemnity Company, a corporation organ- 
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ized under the laws of the State of California, and 
authorized to transact the business of surety in the 
State of Washington, as surety, are held and firmly 
bound unto the above entitled defendant, United 
States of America, in the penal sum of Two Hun- 
dred Fifty ($250.00) Dollars, lawful money of the 
United States for the payment of which well and 
truly to be made, the said principal and the said 
surety bind themselves, their heirs and personal rep- 
resentatives or successors jointly and severally, 
firmly by these presents. 

Dated and sealed this 27th day of October, 1942. 

Whereas, on the 31st day of July, 1942, the above 
entitled court rendered and entered a final judgment 
in the above entitled cause in favor of the above 
named plaintiff against the above named defendant 
in the sum of $12,793.04, together with interest and 
costs. 

And whereas, the said plaintiff and appellant feel- 
ing aggrieved by the inadequacy of recovery in said 
judement, and desiring to appeal from the same to 
the Circuit Court of Appeals for the Ninth Circuit 
and perfect said appeal by this bond; [482] 

Now, Therefore, the condition of the above obliga- 
tion is such, that if the said appellant will pay all 
costs and damages that may be awarded against it 
on said appeal, if the said appeal is dismissed or 
the judgment affirmed, and all of such costs and 
damages as the appellate court may award if the 
judgment is modified, not exceeding the sum of Two 
Hundred Fifty ($250.00) Dollars, then this obliga- 
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tion shall be void, otherwise to remain in full foree 
and virtue. 
GUARANTY TRUST COM- 
PANY, a corporation, as lhqui- 
dating trustee of Yakima Hold- 
ing Corporation, a corporation, 
Plaintiff and Appellant. 
By CHENEY & HUTCHESON, 
[ts Attorneys. 
[ Corporate OCCIDENTAL INDEMNITY 
Seal] COMPANY, 
By WALTER J. FUNK, 
Its Attorney in Fact. 


[Endorsed]: Filed Oct. 28, 1942. [433] 


[Title of District Court and Cause. ] 
STATEMENT OF POINTS ON APPEAL. 


Comes now the above named plaintiff and appel- 
lant herein and makes the following statement of the 
points on which appellant intends to rely on its ap- 
peal in the above entitled cause: 

1. That the amount of recovery herein is inade- 
quate. 

2. That the amount of the judgment herein in 
favor of the plaintiff and against the defendant, in- 
stead of $12,793.04, plus interest and costs should 
have been entered in favor of the plaintiff in the 
sum of $26,933.86, together with interest thereon at 
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6% per annum from May 27, 1938, until paid, to- 
gether with costs. 

3. That the 7500 shares of Sunshine stock re- 
ferred to in paragraph 6 and elsewhere in the find- 
ings of fact herein were purchased and held by Yak- 
ima Holding Corporation as trustee for Yakima 
First National Bank, and that the entire profit or 
loss thereon accrued to said bank and not to said 
holding company, and the profit thereon was wholly 
taxable to said bank, and not to said holding com- 
pany. 

4. That plaintiff is entitled to recover herein, in ~ 
addition to the amount of the judgment entered, all 
taxes, interest and penalties paid by virtue of the 
profit on the purchase and sale of said 7500 shares 
of Sunshine stock hereinabove referred to, as well 
as on the 3500 shares of stock obtained from Alex 
Miller. 

CHENEY & HUTCHESON, 
ELWOOD HUTCHESON, 
Attorneys for Plaintiff and 
Appellant 


[Endorsed]: Filed Oct. 28, 1942. [434] 
[Title of District Court and Cause. ] 
AFFIDAVIT OF SERVICE BY MAIL. 


State of Washington, 
County of Yakima—ss. 

Helen M. Laws, being first duly sworn, on oath de- 
poses and says: That at all the times hereinafter 
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mentioned she was and now is a citizen of the 
United States and of the State of Washington and 
a vesident of Yakima County, in said State, above 
the age of twenty-one years and not a party to, or 
in any way interested in the above named action, and 
competent to be a witness therein; that she received 
originals of Designation of the Record on Appeal 
and of Statement of Points on Appeal in the above 
entitled action on the 28th day of October, 1942, 
and that on the 28th day of October, 1942, she duly 
served a true and correct copy of each of the same 
upon each of the attorneys of record for the de- 
fendant named in said action, to-wit: Edward M. 
Connelly and Thomas R. Winter, by depositing 
said copies in the post office at Yakima, Washing- 
ton, addressed to the said attorneys, the same having 
been directed to them at their place of business, to- 
wit: Edward M. Connelly, United States Post Office 
Building, Spokane, Washington; and Thomas R. 
Winter, Federal Office Building, Spokane, Washing- 
ton, the same being sent by regular mail with the 
postage prepaid thereon. 
HELEN M. LAWS. 

Subscribed and sworn to before me this 28th day 
of October, 1942. 

[ Notarial ELWOOD HUTCHESON, 

Seal ] Notary Public for Washington. 

Residing at Yakima, Washington. 


[Endorsed]; Filed Oct. 28, 1942. [435] 
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[Title of District Court and Cause. ] 
NOTICE OF APPEAL. 


Notice is hereby given that the United States of 
America, the defendant above named, hereby appeals 
to the Cireuit Court of Appeals for the Ninth Cir- 
cuit, from the final judgment entered in this action 
on July 31, 1942. 

EDWARD M. CONNELLY, 
United States Attorney. 
HARVEY ERICKSON, 
Assistant United States Attorney. 
Copy mailed 10/27/42 to Cheney & Hutcheson. 


[Endorsed]: Filed Oct. 27, 1942. [436] 


[Title of District Court and Cause. | 


STATEMENT OF POINTS ON WHICH CROSS- 
APPELANT INTENDS TO RELY ON AP- 
PEAL. 


Cross-Appellant states that it will rely on the 
following points in its appeal in the above-entitled 
cause: 

1. The District Court erred in holding that the 
Yakima First National Bank was the equitable 
owner of 3500 shares of stock of the Sunshine Min- 
ing Company. 

2. The District Court erred in not holding that 
the Bank was not entitled to purchase the Sunshine 
Company’s shares for its own account. 

3. The District Court erred in not holding that 
the Bank had no capacity to take legal title to the 
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shares, and therefore it could not become the bene- 
ficiary of a trust for such property. 

4 The District Court erred in holding that the 
Yakima Holding Corporation acted in a trust capac- 
ity for, or as agent of, the Bank, and that at all times 
until the sale thereof the actual, equitable and bene- 
ficial owner and holder of the said 3500 shares of 
Sunshine stock was the Yakima First National 
Bank, and not the Holding Company. 

5. The District Court erred in entering judgment 
for the plaintiff. 

EDWARD M. CONNELLY, 
United States Attorney. 

HARVEY ERICKSON, 
Assistant U. 8. Attorney. 


[Endorsed]: Filed Jan. 21,1943. [487] 


[Title of District Court and Cause. ] 
AFFIDAVIT OF MAILING. 


State of Washington, 
County of Spokane—-ss. 


Helen Bingenheimer, being first duly sworn on 
oath deposes and says: That she is now and was at 
all times herein mentioned, a citizen of the United 
States, a resident of the State of Washington, over 
the age of twenty-one years and competent to be a 
witness in the above entitled case; that on January 
21, 1943, affiant served Cross-Appellant’s Statement 
of Points On Which Cross-Appellant Intends to 
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Rely On Appeal upon Cheney & Hutcheson, Attor- 
neys for Guaranty Trust Company, a corporation, as 
Liquidating Trustee of Yakima Holding Corpora- 
tion, a corporation, in the above entitied cause by 
enclosing a true copy of said Cross-Appellant’s 
Statement Of Points On Which Cross-Appellant 
Intends To Rely On Appeal in a franked envelope 
addressed to Cheney & Hutcheson, Attorneys at Law, 
426 Miller Building, Yakima, Washington, and de- 
positing said envelope in the United States Post 
Office at Spokane, Washington; that there is a reg- 
ular United States mail service between Spokane, 

Washington, and Yakima, Washington. 

HELEN BINGENHEIMER, 
Subscribed and sworn to before me this 21st day 
of January, 1943. 
HARVEY ERICKSON, 
Notary Public in and for the 
State of Washington, residing 
at Spokane. 


[Endorsed]: Filed Jan. 21, 1943. [438] 


——— 


[Title of District Court and Cause. ] 


DESIGNATION OF THE RECORD 
ON APPEAL 


Comes now the plaintiff and appellant above 
named and hereby designates that the following 
portions of the record, files and proceedings herein 
shall be contained in the record on its appeal herein: 
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Summons. 

Complaint. 

Answer. 

Pretrial order dated September 29, 1941. 
Pretrial order dated December 4, 1941. 
Detailed opinion of the court on the facts. 
Opinion of the court. 

Findings of fact and conclusions of law. 
Judgment. 

Notice of our appeal with date of filing 
thereof. 


. Bond on our appeal. 


Designation of the record on appeal. 


. Statement of points on appeal. 


Affidavit of mailing same. 
CHENEY & HUTCHESON 
ELWOOD HUTCHESON 
Attorneys for Plaintiff and 
Appellant. : 


[Endorsed]: Filed Oct. 28, 1942. [439] 


[Title of District Court and Cause. ] 
CROSS - APPELLANT’S DESIGNATION OF 


ADDITIONAL PORTIONS OF RECORD 
ON APPEAL. 


Comes now the defendant and cross-appellant 
above named, and hereby designates that the follow- 
ing portions of the record on the proceedings herein 
shall be contained in the record on appeal herein 
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and is necessary in order that the defendant and 
cross-appellant may properly present its case in the 
United States Circuit Court of Appeals: 
1. Transcript of the testimony. 
2. Defendant’s notice of appeal. 
3. All exhibits. 
EDWARD M. CONNELLY 
United States Attorney 
HARVEY ERICKSON 
Assistant United States 
Attorney 


[Endorsed]: Filed Nov. 17, 1942. [440] 


[Title of District Court and Cause. ] 


ORDER ALLOWING TRANSCRIPT OF TES- 
TIMONY TO BE MADE SUPPLEMENT- 
ARY RECORD 


The Court having read the Motion of Edward M. 
Connelly, United States Attorney for the Eastern 
District of Washington, and Harvey Erickson, As- 
sistant United States Attorney for said District, and 
the Affidavit of Harvey Erickson, attached, it is 

Ordered and Adjudged that the cross-appellant’s 
Designation of Record filed in said case on Novem- 
ber 19, 1942, in respect to the testimony, a transcript 
of the testimony only be made a supplementary 
record in said case. 
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Dated this 21 day of November, 1942. 
L. B. SCHWELLENBACH 
United States District Judge 
Presented by: 
HARVEY ERICKSON 


[Endorsed]: Filed Nov. 21, 1942. [441] 


[Title of District Court and Cause.] 


CROSS - APPELLANT’S SUPPLEMENTAL 
DESIGNATION OF ADDITIONAL POR- 
TIONS OF RECORD ON APPEAL 


Comes now the defendant, and cross-appellant 
above named, and hereby designates the following 
supplemental portions of the record of the proceed- 
ings herein which shall be contained in the record 
on appeal herein, and is necessary in order that the 
defendant and cross-appellant may properly present 
its case in the United States Circuit Court of Ap- 
peals: 

a. Exhibit 15, besides the minutes of a meet- 
ing of the Executive Committee of the Yakima 
Holding Corporation, held on April 12, 19385, to 
include the minutes of the meeting of stock- 
holders of the Yakima Holding Corporation on 
February 5, 1935. 

b. Article IT of the Articles of Incorporation 
of the Yakima Holding Corporation. 

ce. Article II, Sections 12 and 15 of the By- 
Laws of the Yakima Holding Corporation. 
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d. Article III of the By-Laws of the Yakima 
Holding Corporation. 
EDWARD M. CONNELLY 
United States Attorney 
HARVEY ERICKSON 
Assistant United States 
Attorney 


[Endorsed]: Filed Jan. 20, 1943. [442] 


[Title of District Court and Cause. ] 
AFFIDAVIT OF MAILING 


State of Washington, 
County of Spokane—ss. 


Margaret Juliano, being first duly sworn on oath 
deposes and says: That she is now and was at all 
times herein mentioned, a citizen of the United 
States, a resident of the State of Washington, over 
the age of twenty-one years and competent to be a 
witness in the above-entitled case; that on January 
20, 1948, affiant served Cross Appellant’s Supple- 
mental Designation of Additional Portions of Ree- 
ord on Appeal upon Cheney and Hutcheson, attor- 
neys for Guaranty Trust Company, a corporation, 
as liquidating trustee of Yakima Holding Corpora- 
tion, a corporation, in the above-entitled cause by 
enclosing a true copy of said Cross-Appellant’s Sup- 
plemental Designation of Additional Portions of 
Record on Appeal in a franked envelope addressed 
to Cheney and Hutcheson, attorneys at law, 426 
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Miller Building, Yakima, Washington, and deposit- 
ing said envelope in the United State Post Office 
at Spokane, Washington; that there is regular 
United States mail service between Spokane, Wash- 
ington, and Yakima, Washington. 

MARGARET JULIANO 

Subscribed and sworn to before me this 20th day 

of January, 1943. 

HARVEY ERICKSON 
Notary Public in and for the State of Washington, 

residing at Spokane. 


[Endorsed]: Filed Jan. 20, 1948. [443] 


[Title of District Court and Cause. ] 


ORDER EXTENDING TIME FOR DOCKET- 
ING AND FILING RECORD ON APPEAL 


It appearing to the Court that the notice of ap- 
peal in the above-entitled case was filed on October 
28, 1942, and that on November 21, 1942 an order 
was signed making the statement of facts a supple- 
mentary record on appeal, and it appearing to the 
Court that the forty days provided by Rule 73(g) 
of the Rules of Civil Procedure will expire within 
forty days from October 28, 1942, and that it will 
be impossible to obtain the statement of facts from 
the court reporter, Mrs. J. J. Cole, within said time; 

Therefore, It Is Ordered that the time for docket- 
ing and filing the record on appeal shall be extended 
ninety days from the first notice of appeal on Octo- 
ber 28, 1942. 
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Dated this 28th day of November, 1942. 
L. B. SCHWELLENBACH 
United States District Judge 
Presented by: | 
HARVEY ERICKSON 
Assistant United States Attorney 


[Endorsed]: Filed Nov. 28, 1942. [444] 


[Title of District Court and Cause. ] 


CLERK’S CERTIFICATE TO TRANSCRIPT 
OF RECORD 


United States of America, 
Eastern District of Washington—ss. 

I, A. A. LaFramboise, Clerk of the District Court 
of the United States for the Eastern District of 
Washington do hereby certify the foregoing type- 
written pages numbered 1 to 444 inclusive to be a 
full, true, correct and complete copy of so much 
of the record, papers and all other proceedings in 
the above entitled cause, as are necessary to the 
hearing of the appeal therein, in the United States 
Circuit Court of Appeals, as called for by the ap- 
pellant in its Designation of the Record on Appeal 
and the Designation of Cross-Appellant of Addi- 
tional Portions of Record on Appeal, and Supple- 
mental Designation of Cross-Appellant, as the same 
remain of record and on file in the office of the Clerk 
of the District Court, and that the same constitute 
the record on appeal from the judgment of the Dis- 
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trict Court of the United States for the Eastern 
District of Washington to the Cireuit Court of 
Appeals for the Ninth Judicial Circuit, at San 
Francisco, California. 

I further certify that the cost of preparing and 
certifying that portion of the Transcript as desig- 
nated by the Appellant is the sum of $10.00, and 
that the said sum has been paid to me by Cheney & 
Hutcheson, Attorneys for the Appellant. 

In Witness Whereof I have hereunto set my hand 
and affixed the seal of said District Court at Spo- 
kane in said District this 23rd day of January, 
1943. 

[Seal] A. A. LaFRAMBOISE 
Clerk. 


[Endorsed]: No. 10856. United States Circuit 
Court of Appeals for the Ninth Cireuit. Guaranty 
Trust Company, a corporation, as liquidating trus- 
tee of Yakima Holding Corporation, Appellant, vs. 
United States of America, Appellee, and United ° 
States of America, Appellant, vs. Guaranty Trust 
Company, a corporation, as liquidating trustee of 
Yakima Holding Corporation, Appellee. Transcript 
of Record. Upon Appeals from the District Court. 
of the United States for the Eastern District of 
Washington, Southern Division. 

Filed January 26, 1943. 

PAUL P. O’BRIEN, 
Clerk of the United States Circuit Court of Ap- 
peals for the Ninth Circuit. 
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In the United States Circuit Court of Appeals 
for the Ninth Circuit 


No. 10356 


GUARANTY TRUST COMPANY, a corporation, 
as liquidating trustee of YAKIMA HOLDING 
CORPORATION, a corporation, 

Plaintiff Appellant, 


VS. 


UNITED STATES OF AMERICA, 
Defendant Appellant. 


STATEMENT OF POINTS ON APPHAL 


Comes now Guaranty Trust Company, a corpora- 
tion, as liquidating trustee of Yakima Holding Cor- 
poration, a corporation, the plaintiff and appellant 
above named, and makes the following statement of 
the points on which it intends to rely on its appeal 
in the above entitled cause: 

1. That the amount of recovery herein is inade- 
quate. 

2. That the amount of the judgment herein in 
favor of the plaintiff and against the defendant, in- 
stead of $12,793.04, plus interest and costs, should 
have been entered in favor of the plaintiff in the 
sum of $26,933.86, together with interest thereon at 
6% per annum from May 27, 1938, until paid, to- 
gether with costs. 

3. That the 7500 shares of Sunshine stock referred 
to in paragraph 6 and elsewhere in the findings of 
fact herein were purchased and held by Yakima 
Holding Corporation as trustee for Yakima First 
National Rank and that the entire nrnkt ar Inca 
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thereon accrued to said bank and not to said holding 
company, and the profit thereon was wholly taxable 
to said bank, and not to said holding company. 

4. That plaintiff is entitled to recover herein, in 
addition to the amount of the judgment entered, all 
taxes, interest and penalties paid by virtue of the 
profit on the purchase and sale of said 7500 shares 
of Sunshine stock hereinabove referred to, as well as 
on the 38500 shares of stock obtained from Alex 
Miller. 

CHENEY & HUTCHESON 
ELWOOD HUTCHESON 
Attorneys for Plaintiff 
Appellant 


[Endorsed]: Filed Feb. 8, 1943. 


[Title of Cireuit Court of Appeals and Cause. ] 
DESIGNATION OF RECORD 


Comes now Guaranty Trust Company, a corpora- - 


tion, as liquidating trustee of Yakima Holding Cor- 
poration, a corporation, the plaintiff and appellant 
above named, and hereby designates the following 
parts of the record herein to be printed which it 
thinks necessary for the consideration of its appeal 
herein, to-wit: 

1. Summons. 

2. Complaint. 

3. Answer. 

4. Pretrial order dated September 29, 1941. 
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Pretrial order dated December 4, 1941. 


_ Detailed opinion of the court on the facts. 


Opinion of the court. 

Findings of fact and conclusions of law. 
Judgment. 

Both notices of appeal with dates of filing 
thereof. 


. Bond on appeal. 
. All statements of points on appeal. 
. All designations of record on appeal. 


All affidavits of mailing said statements of 
points and designations of record. 
CHENEY & HUTCHESON 
ELWOOD HUTCHESON 
Attorneys for Plaintiff 
Appellant 


[Endorsed]: Filed Feb. 8, 1943. 
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[Title of Circuit Court of Appeals and Cause. ] 


ADOPTION OF POINTS RELIED ON BY 
DEFENDANT CROSS APPELLANT FOR 
APPEAL 


Comes now the defendant cross appellant, United 
States of America, and states that it adopts the 
Statement of Points On Appeal filed with the Clerk 
of the Trial Court in the above entitled case, in leu 
of filing a new Statement of Points under Rule 19, 
paragraph 6, Rules of CCA 9 (A). 

EDWARD M. CONNELLY 
United States Attorney 

HARVEY ERICKSON 
Assistant U. 8. Attorney 


[Endorsed]: Filed Feb. 23, 1943. 


